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Shopping in India 
A fridge, a cow, 
or a pair of Reeboke 
Page 10 
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US cuts presence 
in Pakislan amid 
feats of violence 

The US yesterday shut its 
information centres in Pakistan 
temporarily and prepared to with- 
draw non-essential diplomatic 
staff, because of the “very seri- 
ous three!” of violence to its 
facilities and dtfzens. On Sun- 
day, the US State Department 
warned Americans against travel- 
ling to Pakistan. Page 14 

Wirton testiimmy awaited 

President Bill Clinton became Vie 
first US president to testify to a 
criminal grand jury, and was 
expected to change earlier state- 
ments under oath denying sexual 
relations with former White 
House trainee Monica Lewinsky. 
He was to address the nation 
last night Page 5; Observer, 
Page 13 

limited trace to Kosovo 

Serbian government forces and 
ethnic Albanian rebels agreed to 
a ceasefire In pert of western 
Kosovo so that international aid 
agencies could reach wounded 
and displaced civilians. 

Page 2 

UH weighs mission In Iraq 

The United Nations Security 
Council was considering whether 
to tell its weapons inspectors to 
press on with a “fuH range of 
activities” in the face of Iraq's 
declaration that It was suspend- 
ing co-operation. Page 6 

Accountants easy on lau ndering 

The National Criminal Intelligence 
Service in the UK said accoun- 
tants and lawyers turn a blind 
eye to money laundering. Out of 
14.000 tip-offs in 1997, banks 
and building societies came up 
with 10,000. Accountants made 
44; solicitors 236. Page 7 

Zimbabwe tafia stir wider tsars 
Fears for central African stability 
were mounting amid sijyis that 
neighbours of the Democratic 
Republic of Congo were being 
. drawn into its war with Rwandan- 
l backed rebels. Congo officials 
R were to meet In Harare with 
ft defence ministers of Angola, 
Zimbabwe and Namibia. Page 6; 
>" Editorial Comment, Page 13 

Study backs Cuba (ravel ban 
If the US were to end its ban on 
travel to Cuba, the Castro regime 
would get much-needed dollars, 
while economies of smaler 
Caribbean islands which depend 
heavily on tourism would suffer, 
says a new study. Page 3 

Rghtfog flares again m Cotorabia 

Renewed fighting between Col- 
ombia's armed forces and left- 
wring guerrillas left 60 dead, 100 
Injured and 20 soldiers missing in 
f the north-west and threatened to 
™ jpset the country's fledgling 
Pj^egce process. Page 5 

medugppine tom output pl o w s 

alonc.-j cultural output in the Phifip- 
on p es slumped 73. per cent in 
risk e first half, compered with the 
reaCiriod test year, as the B Nifto 
2.3 oather phenomenon devastated 
Reirop production. It was the farm 
intr.ector , 8 worst performance in 20 
Wyears. Page 4 

N Korea ‘mtetear woric’ probed 

South Korea said it was trying to 
verify US newspaper reports that 
North Korea was building under- 
ground faculties for resumption of 
its nuctev weapons programme. 

Badgers face cuffing ta UK 
Thousands of badgers are to be 
trapped and shot by the British 
government to establish whether 
a mass slaughter can halt the 
spread of tuberculosis to cattle. 
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Art of the Motorcycle 
Guggenheim celebrates 
9 20th century icon 
Arts, Page 11 
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Roche sets target 
of joining world's 
top three in sector 

Roche, the Swiss pharmaceutical 
company, signaled It intended to 
retisn to the takeover trail to 
achieve Its target of becoming 
one of tiie world's top three 
pharmaceutical companies. 
PagalS 

Ketep Ofeucfei, Japan's prime 
minister, refused to pubKsh the 
results of an audt Mo the 00141- 
try’s largest banks because it 
might undermine “market order”. 
Page 14; 'Timebomb' strains 
nerves, Page 4 

Toys R Us, the US toy company, 
was one of the few large US 
retailers to report a profit down- 
turn in the quarter to July as net 
profits fell from $36.7m to 
$T3.5m. Page 15 

Vtetwy Cqrpo ra tioo, the fashion 
and cosmetics (poup that is part 
of Richard Branson's Virgin 
empire, lost half of its market 
value after warning that losses 
would "considerably exceed” 
expectations. Page 18 

Deutsche Telekom, the German 
telecommunications company, is 
stepping up efforts to move Into 
digital television after the col- 
lapse of a planned media alii- ■ 
ance. Page 16 

Canon, Japan’s camera and office 
equipment maker, is linking with 
victor, the video-cassette 
recorder manufacturer, and oth- 
ers to develop wall mounted tele- 
vision screens. Page 15 

Waste Management of Houston, 
the largest US waste company, 
announced a $1 JStm agreed 
sh^e-swop bid for Eastern Envi- 
ronmental Services as consolkta- 
tfon continued to sweep through 
the sector. Page 15 

Prudential, the UK’s largest Bfe 
assurer, agreed to sell its Austra- 
lian and New Zealand businesses 
to Colonial of Australia for 
A$1.35bn 9630m) in cash. 

Page 15 

5hsfl, the Anglo-Dutch ofl group, 
and Daimler-Benz of Germany 
said they would co-operate to 
develop fuel cefl technology to 
I cut vehicle pollution. Page 16 

Pakistan’s central bank toki 
huntfreds of money changers to 
obtain Hcances by August 20, as 
pat of tightening controls on the 
private exchange market Page 4 

Braatftsns, Norway's largest 
domestic airline, bought Its sec- 
ond Swedish regional carrier in 
less than a year with the 
SKr6Q0m ($7 5m) acquisition of 
Matmoe Aviation. Page 17 

Ctera announced the approval of 
a special RMB270bn ($32.6tin) 
bond issue to help to recapitalis- 
ation of state-owned banks. 

Page 4 

Moe Systems, the Israeli maker of 
tfgitat voice logging equipment, 
is scouting for acquisitions to 
boost revenues from an esti- 
mated US$1 00m this year to 
about USSSOQm. Page 17 

Japan Abflnes acknowledged 
company executives made pay- 
ments to a corporate racketeer 
group linked to a company that 
supplied artificial pot plants. 

Page 16; Observer, Page 13 

Euro Prices 

Acoo^iretonsiwstaliiflaltoitetethfi 
new sum currency aw. cowrtoo foreign 
exchange, band anti equty m*Ms. 
P3ft»19 
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Russia changes econo 



Government frees rouble to trade in a 
band between 6 and 9.5 to dollar 
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By Jofaa UwiBteOte Woscaw ^ . 

Russia’s government yesterday 
bowed to market pressure by 
freeing the rouble, freezing its 
domestic debt market and impos- 
ing currency controls and a 90- 
day moratorium on foreign com- 
mercial debts. 

The startling change of eco- 
nomic policy comes just three 
days after President Boris Yeltsin 
vowed there would be no devalu- 
ation and government ministers 
insisted they would honour all 
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their debt obligations. 


The g ov e r n ment has now wid- 
ened its currency corridor and 
will allow the rouble to trade in a 
band of between 6 and 95 roubles 
to die US dollar until the end of 
the year. 

Economists suggested that if 
die rouble Ml to foe bottom of 
this band, it would in effect have 
been devalued by 34 per cent. 

Sergei Kjriyenko, prime minis- 
ter, % “demise" of Russia’s 
fl qqncial markets last week had 
forced the government to take 
these "rapid and resolute” 
actions to pre-empt a worsening 
of the situation and further 


losses of central bank reserves. 

He said the promised $2Sbn 
support package led by the Inter- 
national Monetary Fund had not 
been sufficient to turn round 
Russia's financial crisis. Addi- 
tional International support was 
unlikely to be forthcoming. - 

Michel Camteasus. IMF manag- 
ing director, said it would now be 
“especially. Important for the 
Russian authorities to take all 
necessary steps to strengthen the 
fiscal position". The IMF Bent 
more staff to Moscow yesterday 
to analyse the measures. 

C onflation and con ce rn reigned 
on Moscow's streets as Russians 
puzzled over what the abrupt pol- 
icy dange meant. 

Although the official exchange 
rate slipped only from 6.31 to 643 
to the US dollar yesterday, there 
was a wide array of different 
rates bring offered by the few 
banks and wAangp prints ojjen 
Which remained open. 

Some shops immediately put 
up the prices of Imported goods 
to taip> advantage of the situa- 
tion, prompting fears of an 
upsurge in jnfliHinn while some 
currency wrtymgB points would 
only sell dollars at a rate of 9:1. 

Boris Fyodorov, the bead of 
Russia's tax service who was yes- 
terday promoted to become the 
deputy prime winiatgr in charge 
of macro-economic policy, said 
rite government would damp 
down on any banks or businesses 
which tried to gouge customers. 




- ¥j 



Russian bankets business- 
men welcomed the govermnenf s 
moves but apposition politicians 
demande d that hands should. rolL 
B was widely rumoured that Ser- 
gei Dubinin, the central bank 
governor, would be forced to step 
down and replaced by Dmitry 
Tulin, a well-respected commer- 


cial banker. The government also 
announced steps to restructure 
forcibly the domestic debt £GKO) 
market, where yields have risen 
to astronomic levels. Mr Kiri- 
yenko said the government 
would tomorrow unveil details of 
the GKO » rfh»feg*> •• - 

. Yesterday’s moves . knocked 


stook. markets across Europe. 
They smarted trading about 2 per 
oept lower, but recovered more 
ti^ haif their Tosses by the close 
of trading- Russia's benchmark 
BT&F • equity index fell ' 43 per 
eent ■ ' 

Additional reporting bp Andre w 
Fisher m Frankfurt 


Police arrest five over Omagh bombing 
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UK mtoiitflr Mo Mowfanc Mab/UK 
co-operation to \m I ncram a d >0 ‘gat 
time people off the streets' 


By John Moray Brawn 
and Robert Wright In Belfast 
and DavkMMUta te Madrid^ 

Police in Northern T Ireland jvore 
last night questioning five people- 
in connection with Saturday's 
bomb attack in County Tyrone as 
the UK and Irish governments 
outlined new measures to root 
out- terrorists. 

Mo Mowlam, the Northern 
Ireland secretary, held a six hour 
meeting in Belfast with John 
ODonoghue, the Irish justice 
minister. They were briefed by 
Ronnie Flanagan, chief constable 
of the province’s Royal Ulster 
Constabulary and Pat Byrne, the 
Irish police commissioner. 

Eds Mowlam, said afterwards 
the two governments were work- 
ing on measures to increase 


Ikea founder admits 
30-year drink problem 


cross-border police co-operation 
and make it easier for people to 
be convicted for membership of 
proscribed organisations. 

.. She said, they woe determined 
to “get these people off the 
streets”. 

Forensic experts were yester- 
day still combing the area in the 
market town of Omagh where the 
bomb exploded, killing 28 people 
in Northern Ireland's worst ter- 
rorist atrocity. 

The Irish cabinet is due to meet 
tomorrow in special session. In 
Dublin. Bertie Ahem, the prime 
minister, called on republican 
groups to “declare their position 
and do so quickly”. 

The political wing of INLA, a 
dissident republican group 
opposed to the Good Friday peace 
agreement, responded lmmedi- . 
- 


ately, saying there was no justifi- 
cation fire: violence. ' 

One of the five men arrested 
near Omagh was Shane Mackey, 
the son of Frauds Mackey, leader 
of the 33-County Sovereignty 
Committee that is linked wifh 
the Real JRA^ the terrorist group 
blamed for tfia bomb. 

Mr Mackey, a psychiatric- 
nurse, refused to condemn the 
attack hut said “no .amount of 
words from me will help the 
bereaved and the Injured.” . - . . 
, David Trimble,' the Northern 
Ireland first minister, used a visit . 
to the bomb site to call cm Stan 
Fan, the EA’8 political wing, to 
support efforts to hunt down the 
perpetrators. “What the two gov-: 
emmenta recommend must be 
supported by all responsible ele- 
ments in society." 


However unionists opposed to 
the pmice accord blamed the gov- 
ernment’s “policy of appease- 
mast” for the attack. Peter Rob- 
inson,. deputy leader of the 
Democratic Unionist party, said 
the border with the Irish Repub- 
lic should be sealed. 

Fears of loyalist retaliation 
receded as a spokesman for the 
JUoyalist Volunteer Force, the 
only loyalist group opposed to 
the peace agreement, said its 
recent ceasefire would hold. 

; Francisco Aivarez-Cascos, dep- 
uty prime minister of Spain, flew 
to the province to oversee the 
repatriation of the bodies of two 
Spanish tourists killed in the 
blast- 


Cnw-bcrder 
Ghosts of iw 
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By 71m Bart In Stodtaotei 

Iogvar Kamprad, the founder and 
reclusive chief of the Ikea furni- 
ture store chain, yesterday admit- 
ted to an alcohol problem for the 
last 30 years. He said It had 
forced him to “dry out" three 
times a year. 

Mr Kamprad, who is also 
known to have been a fascist 
sympathiser during his youth in 
the 1940s, has cooperated with a 
new book. The History af Ikea, in 

a bid to bury his reputation for 
secrecy and “hurtful speculation" 
surrounding v»i« family's finan- 
cial dealin gs. 

He said: “I have asked to be 
excused for these parts ta my pri- 
vate life, and want to make clear 
they have nothing to do with the 
business I founded.” 

Mr Kamprad, 72, (banded Ikea 
ta Sweden 55 years ago. The com- 
pany now has 149 stores in 29 
countries and is still wholly 
owned by him and his family jjin 
net worth was estimated at 
by Forbes magazine last 

month. 

The new book also contains the 
first official profit figures pub- 
lished by the group. In the 12 
months to August 31 last year, It 
made pretax profits of Skr7^bo 
($895 million) on sales of 
SKrffiba During 1998, revenues 
have topped SKrtObn for the first 
tuna 

Mr Kamprad, who lives in Swit- 
zerland, said he planned to with- 
draw from Ikea in three years' 
time. He has already, stepped 


down from the supervisory 
board, but is still group , chair- 
man. 

And ere Mbberg, chief executive 
ta the ikea retailing operation, 
bas been mooted as a possible 
candidate for the vacant potation 
ta group president, along with 
Hans Gydefl, finance director. . 

Mr Kamprad said none of his 
three sons could expect automati- 
cally to take over control ta the 
empire. 

In spite of his decision to stand 
down, Mr Kamprad said there 
would be no change to the 
group’s corporate structure and 
no shift in favour ta a stock mar- 
ket listing. 

Some directors have pressed to 
seek a listing, but Mr Kamprad 
said dividend requirements and 
short-term shareholder expecta- 
tions would slow the group’s 
investment in developing new 
stores. 

He said Ikea aimed to double 
its presence ta Poland up to 19 to 
12 stores and was negotiating to 
develop sites in Russia and else- 
where In central and eastern 
Europe- 

"We have great ambitions to 
increase our presence interna- 
tionally, particularly In Poland,’’ 
he said. 

That growth is expected to be 
focused mainly in emerging mar- 
kets, but Mr Kamprad said Ikea 
was seeking to expend ta more 
mature markets tnphid tag the 
UK and North America. 
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EUROPE — — 

RUSSIAN FINANCIAL CRISIS KIRIYENKO ANNOUNCES COMPLETE REVERSAL OF HI S CABINET’S MONETARY POLICIES j 


Devaluation 
in the face of 
desperation 


By John ThomhiU in Moscow 

Yesterday morning. Sergei 
Kiri yen ko. Russia’s diminu- 
tive prune minister, strolled 
nonchalantly into a press 
conference in the govern- 
ment headquarters in 
Moscow's White House and 
announced a complete rever- 
sal of his cabinet's monetary 
policies. 

Just three days after Presi- 
dent Boris Yeltsin stated 
unequivocally that the rou- 
ble would uot be devalued, 
the Russian government has 
abandoned its existing for- 
eign exchange rate regime 
and will in effect allow the 
rouble to be devalued by 34 
per cent by tbe year -end - 
assuming a mass panic does 
not sweep it even lower. 

In an additional move that 
has alarmed Russia's credi- 
tors. Mr Kiriyenko said he 
would also freeze the domes- 
tic debt (GKO) market and 
then forcibly restructure 
short-term bonds Into lon- 
ger-term maturities. 

Strict capital controls have 
also been imposed on Rus- 
sian banks and companies, 
which may help keep their 
hard currency within the 
country but will also prevent 
them from meeting their for- 
eign debt obligations. 

Mr Kiriyenko described 
these measures as tough, 
radical, and inevitable in the 
light of the slide in world oil 
prices, the continuing finan* 
cial instability in Asia, and 
the collapse of the Russian 
government debt market last 
week. “The deteriorating sit- 
uation has forced us to 
retreat to a second line of 
defence in order to fulfil the 
programme we have 
adopted." he said. 

“Desperate times require 
desperate measures.” said 
Charles Blitzer. director of 


emerging market research at 
Donaldson, Luf kin & Jen- 
rette. the US investment 
bank. “Tbe government had 
a choice between a devalua- 
tion, currency controls, or a 
restructuring of the domes- 
tic debt and they chose them 
alL” 

Several economists praised 
the government’s boldness 
in trying to pre-empt the 
worsening of its financial 
crisis by adopting such radi- 
cal measures. But the criti- 
cal question, of course, is 
whether the government will 
now be any better off after 
taking these drastic steps 
than it would have been had 
it attempted to tough out the 
financi al situation. On that 
score, there is considerable 
room for debate. 

Anatoly Chubais. Russia's 
chief financial negotiator, 
said the package was 
intended to address two 
main problems: to resolve 
the problems of the budget 
and to help support the Rus- 
sian hanking sector, which is 



Russia's president Boris Yaftsfa speaks to Prfma Mnister Sergei Kiriyenko yesterday. Jus* three days 
earitar, President Yeltsin stated uneqidvocdUy that the rouble wotrfd not be devalued Raters 


control and buy it time to 
pursue further fiscal reforms 
designed to put its public 
finances in order. 

But the great danger is 
that the government will 
simply ease off on its 
attempts to raise additional 
revenues, as it has done so 
often in the past Already 
pressure is building up on 
the government to use 
“savings" from not redeem- 
ing its domestic treasury 


The critical question is whether the 
government will be any better off after 
taking these drastic steps. On that, 
there is considerable room for debate 


suffering a severe liquidity 
squeeze and appears to be on 
the verge of collapse. 

Mr Chubais has argued 
many times before that Rus- 
sia did not have a debt prob- 
lem. but only a debt servic- 
ing problem due to the 
bunching of redemptions on 
its short-term debt 

The forcible rescheduling 
of tbe GKO market should 
now enable the government 
to get its cash flow under 


bills for other purposes and 
to relax itq spending 
squeeze. 

Yegor Stroyev, influential 
speaker of the upper house 
of parliament, welcomed the 
government’s steps to stop 
foreign speculators damag- 
ing the economy and called 
for a reallocation of govern- 
ment spending. “At this 
moment it is necessary to 
direct all means to pay off 
wages rather than redeem 


GKOs," he said. "The gov- 
ernment has taken an abso- 
lutely adequate and correct 
step.” 

But by cutting off access 
to external sources of fund- 
ing. the government has 
committed itself more firmly 
than ever to r unning a bud- 
get surplus. The IMF, too, 
will insist on the govern- 
ment adhering to strict bud- 
get policies if it is to con- 
tinue to attract its support. 

The IMF seems unlikely to 
approve of the government’s 
measures for helping resur- 
rect the banking market, 
believing loss-making hanks 
should have suffered the 
consequences of their com- 
mercial recklessness. 

Tbe 12 largest banks now 
intend to form a banking 
“pool", to discuss ways of 
meeting their collective obli- 
gations to foreign creditors 
and means of easing the 
liquidity crisis in the inter- 
bank market. The central 
hank has said it is prepared 
to stand by some of the big- 
gest banks, which bold large 
household deposits, to pre- 
vent depositors from panick- 
ing and withdrawing all 
their funds. 

Yet the danger here is that 
the government will ulti- 


mately assume responsibil- 
ity for the banks’ dollar bor- 
rowings and in effect 
“nationalise” their debts. 

The most w or r y i n g inter- 
pretation of tbe govern- 
ment’s actions is that they 
were designed primarily to 
keep the country's politically 
powerful financial-industrial 
groups afloat and will do 
little to encourage the devel- 
opment of a responsible 
banking sector. 

Russia's big oil and gas 
companies have also been 
strongly lobbying for the 
government to devalue tbe 
rouble in order to ease their 
own financial plight. 

August© Lcpez-Claros, 
chief Russian economist at 
Lehman Brothers, the US 
investment bank, and the 
IMF’s former resident repre- 
sentative In Moscow, said it 
was a “mystery” to him why 
the government bad changed 
tack so abruptly without 
first exploring all the other 
alternatives, such as renego- 
tiating its agreement with 
the IMF. 

“I do not know of any 
other case in the past 10 
years when a currency has 
collapsed while an IMF pro- 
gramme was in place and 
still od track,” he said. 


MOSCOW'S PARTNERS BANKS AND INDUSTRY IN GERMANY TAKE CALM VIEW OF ROUBLE'S PROBLEMS 


German exposure seen as manageable 


By Andrew Rsher in Frankfurt 

The rouble's problems have 
unnerved German markets 
at times during recent 
months but yesterday Ger- 
man banks dismissed the 
market's worst fears. 

They pointed out that 
their uusecured loan expo- 
sure was very small in rela- 
tion to their total business. 
Their shares fell sharply at 
first on the rouble news but 
later recovered some of the 
decline. 

Banks in Germany are 
much more exposed to Asia 
than to Russia. Olaf Conrad. 


European banking analyst at 
Morgan Stanley Dean Witter, 
said the combined impact of 
the crises in Asia and Russia 
was “not in any sense life- 
threatening”. 

However. Stewart Pater- 
son, head of east European 
research at CLSA Global 
Emerging Markets, warned 
that German banks' com- 
bined exposure in Asia, Rus- 
sia and such commodity 
price-sensitive regions as the 
Middle East, Australia, 
South Africa and Venezuela 
could prove troublesome. 
“We're not saying Russian 
debt is a huge problem for 


Germany, but it has to be 
seen in the context of their 
overall lending,” he said. 

Goman banks* lending to 
Russia totals around 
DM54bn ($30bn). But most is 
covered by guarantees under 
Germany’s state-backed Her- 
mes credit insurance 
scheme. 

Commerzbank said its 
Russian exposure was less 
than DMlbn, against which 
it had made risk provisions 
covering 60 per cent Further 
loans of more than DM4bn, 
linked to trade contracts, 
were covered by the Hermes 
scheme. The bank's Russian 


exposure was well under 1 
per cent of total lending. 

Deutsche Bank, the big- 
gest German bank, said its 
loan exposure to Russia was 
around DMl-35bn. It had set 
aside large provisions 
against this. Tbe merged 
Bayerische Hypo- und 
Vereinsbank stated its level 
at less than DMSOOm, while 
Dresdner Bank’s is nearly 
DM700m. Both have made 
sizeable provisions. 

Industry reaction was also 
calm. Russia last year 
accounted for just under 2' 
per cent of German exports, 
buying consumer goods. 


engineering equipment, 
vehicles and other products 
worth DMl6.4bu- 
Michael Fuchs, bead of the 
German wholesale and for- 
eign trade association, said 
the rouble devaluation 
would harm exporters to 
Russia by making their 
goods more expensive. The 
effects would start showing 
through in about six 
months. There would be 
little immediate impact since 
contracts were in D-Marks or 
dollars. But imports from 
Russia, last year to t a lling 
DMITbn, would eventually 
become cheaper. 


WASHINGTON REACTION WHITE HOUSE PLEDGES CO-OPERATION AND C ALLS ON MOSCOW T O WORK WI TH IM F 

US urges action to restore confidence 


By Stephen fid ter 
in Washington 


The US said yesterday it 
appreciated Russia's finan- 
c»;il difficulties but urged it 
to art quickly to restore con- 
fidence. 

As the White House 
pledged continued co-opera- 
tiun. it called on Moscow to 
work closely with the Inter- 
national Monetary Fund to 
increase the chances of suc- 
cess. Robert Rubin. US Trea- 


sury secretary, said the US 
and the international com- 
munity “have a great stake 
In successful Russian eco- 
nomic reform”. 

Lawrence Summers, US 
deputy Treasury secretary, 
was called back from vaca- 
tion to help handle the 
fallout. US officials said the 
Russian announcement did 
not come as a surprise, 
although they said the deval- 
uation was not a step they 
would have recommended. 


The IMF. which approved 
a new $ll.2bn package for 
Russia on July 20 and has 
disbursed $4.Sbn of it des- 
patched more staff to 
Moscow to analyse the mea- 
sures announced yesterday, 
joining John Odling-Smee. 
director of the IMF depart- 
ment covering Russia, who 
left on Friday.- 
Michel Camdessus, IMF 
manag ing director, . laid 
emphasis on the govern- 
ment’s budget deficit, a 


source of IMF concern for 
some time. “As a prelimi- 
nary reaction, I am of the 
view that in the new con- 
text created by these mea- 
sures, it will be especially 
important for the Russian 
authorities to take all neces- 
sary steps to strengthen the 
fiscal position.” . He said 
prompt passage of fiscal 
measures in tbe Duma, the 
Russian parliament, would 
be essential to that end. 

Mr Camdessus said 


Moscow should “spare no 
effort to End a cooperative 
solution to its debt problems, 
in close dialogue with Rus- 
sia’s creditors." Be said 
Moscow's Implementation of 
tbe programme, which led to 
the July 20 package, had 
been satisfactory but confi- 
dence in financial markets 
had not been estabhshed. 

- a IMF spokesman said no 
plans were in place to speed 
any more financial assis- 
tance to Russia. 
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MARKET PUZZLE SCRAMBLE TO ASSESS PRECISE EFFECTS OF MOSCOW’S DECISION 


Debt maze for foreign bankers 


By Jeremy Grant 


Confusion reigned in the 
foreign investment commu- 
nity yesterday over the pre- 
cise meaning of Russia's sus- 
pension of certain foreign 
debt payments and' tbe form 
of another restructuring of 
the country's T-bfll market. 

But a consensus seemed to 
be emerging that one of the 
chief targets of the 90-day 
moratorium was commercial 
debt, much in the form of 
dollar-denominated syndi- 
cated loans, owed by Rus- 
sian banka and corporations 
to western banks. 

Despite two joint state- 
ments from the government 
and finance ministry, foreign 
bankers were little the wiser 
about precisely how the 
planned measures' would 


affect Russia's ability to 
meet its foreign debt and 
stave off default. 

Most bankers agreed that 
by closing down its local 
debt market and banning 
foreigners from investing in 
it, Moscow had effectively 
defaulted on its domestic 
debt 

An announcement was 
due tomorrow on how the 
government planned to 
■ restructure Its T-bill market, 
which would follow last 
month’s swap of T-bills for 
longer-term doDar debt. It 
also appeared clear - judg- 
ing from comments by gov- 
ernment officials - that Rus- 
sia had . no intention of 
defaulting on payments of 
its sovereign, foreign cur- 
rency debt and that these 
would continue. 


Russia's sovereign debt 
burden is relatively comfort- 
able, with annual debt ser- 
vice running at 12-13 per 
cent of exports. In addition, 
none of Russia's nine foreign 
currency eurobonds matures 
within the 90-day period, 
meaning Russia did not face 
any foreign currency repay- 
ments in that time. 

“There are many questions 
that have yet to be 
answered. It’s a big scramble 
to find out what the story 
really is.” said Juliet Samp- 
son. wnprg tn g market ana- 
lyst at Bank' of America. 

Nicholas Sundsfrom, .chief 
Russia economist at Citi- • 
bank, said the move 
appeared aimed at “creating 
an island of stability” in the 
tro ubled banking system. 

But it was unlikely to 


‘near 

Jewish 

claims 

accord’ 

By Mm tatters to New York 


have much effect, as foreign 
creditors would simply 
demand repayment of their 
debt once tbe 90 days bad 
elapsed. 

There was also the risk 
that western .banks would 
seize the collateral. tied to 
such loans. - 

“They have now plunged 
themselves Into more uncer- 
tainty. None of these mea-. 
sores will solve any of the 
fundamental problems that 
lay the basis for the whole 
episode of financial crisis 
starting last October,” Mr 
Sundstrom «?ti- 

“The risk premium on 
Russian debt will be' perma- 
nently high. They're not 
going : to be able to issue 
[bands] on the level we saw 
last year for years to come,” 
said Ms Sampson. ’ 


Assieuriazioni Generali, tbe 
largest Italian insurer, said 
yesterday It was in tbe final 
stages of negotiations to 
reach an out of court settle- 
ment over Holocaust survi- 
vors’ unpaid insurance poli- 
cies, as US pressure over the 
“Nazi gold” issue moved to 
insurance companies. 

UBS and Credit Suisse, the 
two largest Swiss banks, last 
week agreed to pay Holo- 
caust survivors $l-25bn in 
settlement of the US class 
action against them. Law- 
yers are attempting to use 
this as a precedent 

US Insurance commission- 
ers. who regulate insurers 
separately in each state, are 
also increasing pressure on 
insurers. 

Bill Nelson, Florida’s state 
insurance commissioner, 
yesterday issued a subpoena 
against Allianz, tbe largest 
German insurer, requiring it 
to produce evidence of 
unpaid /flgims and its efforts 
in the last year to trace 
policyholders, for a special 
hearing in Miami fa October. 
Mr Nelson took similar 
action against Generali last 
year. 

Last week, the National 
Association of Insurance 
Commissioners announced 
that Zorich Group, the larg- 
est Swiss insurer, had signed 
a memo randum in which it 
undertook to pay all out- 
standing life and property 
insurance claims of Holo- 
caust survivors. 

Generali confirmed it was’ 
in negotiations to reach a 
settl ement , and that it expec- 
ted to agree a figure by the 
end of this week. At the mid 
of last week a figure of $65m 
was being discussed 
althoug h this may not be the 
final figure. 

. Several other European 
insurers, including Axa of 
France as well as Allianz 
and Zurich, are being sued 
in the same lawsuit, but the 
deal under discussion would 
cover only Generali. The 
company also stressed that 
its Independent fund for its 
policyholders who died in 
the Holocaust would con- 
tinue to accept applications 
for payments. 

Generali was heavily 
active in eastern Europe 
before tbe war, and is in tbe 
process of entering in com- 
puters records kept in a 
warehouse in Trieste. These 
include hand-written, angle- 
page records of policies sold 
to 301.000 people. Generali 
stressed the records were 
kept in local languages, 
making them difficult to 
transfer to a modem data- 
base, but that it would share 
all the information with 

investigators. 

Any out of court settle- 
ment would need to be rati- 
fied by insurance commis- 
sioners, who have already 
taken an aggressive stance 
against Generali. More law- 
suits against European com- 
panies are likely in the next 
few days. 

• The Swiss National Bank, 
the country’s central bank, 
will hold an emergency 
meeting on Friday to discuss 
last week’s settlement, Wil- 
liam Hall reports from 
Zurich. 

The bank, which controls 
the world’s third biggest 
gold reserves, has been 
under increasing pressure to 
make a financial contribu- 
tion after revelations that it 
accepted looted Nazi gold 
during the second world 
war. 

Last year it "paid SFrlOOm 
(366m) into a fund for needy 
Holocaust survivors, but has 
steadfastly refused to make 
any further payments. 

It believes the matter was 
closed with the 1946 Wash- 
ington agreement under 
which ft contributed 40 per 
cent of the SFr2S0m Switzer- 
land paid to end all Nazi 
gold related rfainis from the 
second world war era. 


NEWS DIGEST 


GERMAN ELECTIONS ;_.2 

SPD says fax cuts would 
be introduced in stages 

Tax cuts planned by Germany's opposition Social 
Democrats would be Introduced only tn stages If the party 
won the country's general election on September 27, 

Oskar Lafontaine. party chairman, sad yesterday, "we 
have not made any untenable promises,” he aid after a 
meeting of the party’s leadership. The SPD wan unveil its 
programme for the first 100 days in office on Thursday. 

Mr Lafontaine said the party envisaged net tax fedic- 
tfons eventually worth DM1 Obn ($5.5bn) a year but the 
pace at which they were introduced would depend on 
economic circumstances. The centre-right coalition gov- 
ernment of ChancaSor Helmut KoW is looking for net tax 
cuts worth DM30bn a year. Mr Lafontaine said that under 
the SPD an average family would see cuts worth DM2,500 
a year, start i ng with Improved child and personal allow- 
ances. Ralph Atkins, Bonn 

WAR CRIMES TRIBUNAL 


Bosnian Croats face trial 

ax Bosnian Croats went on trial before the United Nations 
war crimes tribunal in The Hague yesterday, charged with 
complicity in the slaughter of scores of Moslems and the 
torching of their homes In Ahmid village, centra! Bosnia. 

Not one Moslem family remained in Ahmid after the 
assault on April 16 1993. About 120 civilians were killed, 
including many women and children, and many more 
wounded. “This was an ethic deansing operation directed 
by a military unit against a civilian population. . . it was 
quite unique in its savagery,” said Franck Terrier, the pros- 
ecutor. The six charged - Including two brothers and their 
cousin - were allegedly separatist troops. 

They have aU pleaded not guilty to taking part in the 

campaign that engulfed several vfflages In the Lasva River 
Valley region In April 1993. Five of the accused surren- 
dered to the trtounal last October. The other was detained 
by Dutch Nato troops in central Bosnia in December, suf- 
fering gunshot wounds. Reuters, The Hague 


MILAN AIRPORT 


Ban on flights transfer backed 

A European Union advisory committee yesterday backed a 
draft European Commission ruling to outlaw an Italian plan 
to transfer flights to a new Milan airport. Commission offi- 
cials said. The decision by the advisory committee, made 
up of officials from the BJ’s 15 member countries, is not 
binding but backs Neil KJnnock, European transport com- 
missioner, In the dispute with Italy. 

A number of foreign airfares, including British Airways 
and Lufthansa, said road aid rail finks to Malpensa would 
not come on stream fully until 2000. Reuters, Brussels 


Kosovo rebels 
and Serbs in 
partial truce 


By Guy fonmore in Pristina 


Serbian government forces 
and ethnic Albanian rebels 
agreed yesterday to a cease- 
fire in one area of Kosovo so 
that international aid agen- 
cies could reach civilians 
displaced and wounded in 
recent fighting. 

Western diplomats said it 
was the first time the two 
sides had agreed to halt hos- 
tilities since violence Hared 
in the province six months 
ago. But they stressed the 
ceasefire applied to only one 
area of western Kosovo, near 
the town of Pec, where fight- 
ing erupted last week. 

“The Serbs said one bullet 
means the end of the cease- 
fire,” a diplomat said. One 
aid worker said he had heard 
the ceasefire would last for 
two days. 

The International Commit- 
tee of the Red Cross and 
Mfedecins Sans Frontier es 
sent a convoy of trucks with 
doctors and medical supplies 
to several villages near Pec. 

An unknown number of 
civilians have been killed 
ami wo unded by whriift and 
rockets fired by government 
forces. The United Nations 
refugee agency said it had 
found about 20,000 people, 
mostly ethnic . Albanians, 
sheltering in fields - and 
Woods in western Kosovo. 
One pregnant woman had 
suffered serious head 
wounds and was taken to. 
hospital. 

The conflict in Kosovo has 
displaced more than 230,000 
people, over 10 per cent of 
tbe population. Aid agencies 
fear a humanitarian disaster 
this winter if people cannot 
go back to their villages in 



Elsewhere in Kosovo there 
were reports of clashes close 


to the strategic road running 
from the provincial capital. 
Pristina, to the southern 
town of Prizren. 

Senior diplomats from the 
US and Austria, which holds 
the European Union presi- 
dency, urged the govern- 
ment at tbe weekend to halt 
its offensive so that aid 
agencies could reach 
stricken areas. Richard 
Miles, the US charge d’af- 
faires in Belgrade, raised the 
issue with Yugoslavia's Pres-**' 
ident Slobodan Milosevic. 

Diplomats said the luD U 
hostilities suited both 
for the moment. Goverumt 
forces, in a month-IoJj 
offensive, have disk 
Kosovo Liberation Army : 
els from large areas of 
tral and southern Koso\ 

“One side is licking it 
wounds and the other is 
solidating its victory,” a 
western envoy said. 

However, KLA fighters are 
trickling back to villages 
that had been captured and 
torched, by Serbian police 
and then later abandoned. 
Diplomats said although the 
government enjoyed supe-' 
nor firepower it did not have 
the ability to secure territory 
it regained. 

US envqy Chris Hill is due 
to return to Kosovo today to 
. try to resume peace talks. 

• Nato’s commander-in- 
chief for southern Europe 
said yesterday his forces 
were ready, to intervene in 
the Kosovo crisis if called on 
to do so by their govern- 
ments, Reuters reports. 

At the start of Nato exer- 
cises in Albania, Admiral 
T. Joseph Lopez said: “This 
-exercise is not directed at 
any particular party or ele- 
ment tn Kosovo or Bel- 
grade. ..It is directed at 
regional stability.” 
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Study backs 
case for Cuba 

travel ban 




IIMHUM*! 


By Haney Dunne io Washington 



ff the. US were to end its ban 
oo trwBl to Cuba, the Castro 
regime would receive much- 
needed dollars, while the 
economies of the smaller 
Caribbean islands which 
depend heavily on ' tourism 
would suffer, according to a 
study to be released tomor- 
row. ' i 

The study was written by 
Jaime Suchlicki. a professor 
at the University of Miami 
and .the first executive direc- 
tor erf the North-South Cen- 
tre, which focuses on politi- 
cal and economic issues in 
Latin America. 

' The US travel ban has 
been a component of the US 
economic embargo against 
Cuba for almost four 
decades. According to Mr 
Suchlicki, it has only begun 
have significant effect since 
the collapse of the Soviet 
Union in 1992. “Without 
major internal reforms in 
Cuba, the Castrb govern- 
ment - hot the Cuban people 

- will be the .main benefi- 
ciary of the lifting of the 
embargo," he said. 

“While some prosperity 
may trickle down to the 
Cuban people, state enter- 
prises. win benefit most” In 
recent years, a number of 
groups - even Cuban groups 

- have called for the lifting 
of, at least the . travel ban. 
The theory is that the US 
should “engage" with Cuba 

- as It does with China - to 
lure it towards democracy, 
and free markets. 

However, since the Cuban 


government is the only 
employer of Cubans, it 
would be file principal bene- 
Bbfflry of any US easing on 
the travel ban. said Mr Such: 
Jicki. Although there could 
be joint ventures, leases, 
management contracts and 
other forms of contracting 
with foreigners, these are 
only done' in conjunction 
with American entities. For- 
eign companies obtain all 
their workers from a state 
agency. The agency pays all 
the salaries in pesos and is 
reimbursed by the foreign 
company in dollars -at the 
official rate of 25 pesos per 
dollar. 

“Tourist dollars would be 
spent' on products - nun. 
tobacco, etc, produced by 
state enterprises mad tour- 
ists would stay in hotels 
owned partially or wholly by 
the Cuban government," he 
says. “The principal airline 
shuttling tourists around the 
Island - Gaviota. is owned 
and operated by the Cuban 
military." 

Meanwhile, any increased 
tourism would have “a dislo- 
cating effect” qu the econo- 
mies of Jamaica, the Domini- 
can RepuBlic. Bahamas, and 
Puerto Rico. Even Florida 
will lose out, the study says. 

“The driving force for capi- 
talism in Russia and China 
is not trade, investment or 
tourism but a strong domes- 
tic market economy, toler- 
ated by the government and 
dominated by mil li nns of 
small entrepreneurs. The 
will to liberalise the econ- 
omy does not exist in Cuba.” 


Luxury ice-cream rivals battle 
to scoop the Chinese market 


China has hundreds of fee-cream makers, 
but big multinationals, selling at 
competitive prices, are panning to change 
ail that, reports James Harding 


T he Chinese, of course, 
invented icecream,. 

More 'than 8,000 years 
ago, crushed fruit and snow 
are said to have been served 

as a primitive sherbet (sor- 
bet). Later, the first recorded 
scoops of the forerunner to 
modern ice-cream were made 
from a mixture yif frrrit jU K %S 
and goafs milk. cMifed by 
the mountain snows, and fed 
to tbe emperor. - - 

'Marco Polo, so tbe story 
goes, brought the recipe 
back to Italy in tbe 18th cen- 
tury. where tbe db>b found 
favour first in Venice. It 
then spread -through north- 
ern Italy to the royal courts 
of France and Pugin™* and, 
eventually, to what has 
become, ice-cream’s most 
appreciative market, Amer- 
ica. 

In the 1990s. the imperial 
dessert reincarnated In tubs, 
lollies, popsicles. choc-ices, 
frozen yoghurts and luxury 
ice-cream cones has “come 
home”: over the last five 
years, the world's leading 
manufacturers and purvey- 
ors of ice-cream have all 
flocked to China. 

This month Hflagen-Dazs 
became the latest company 
to stage a grand opening, as - 
it introduced its first 
Ice-cream cafe to Beijing,- 
part of a $40m expansion in 
China over 10 years. 

Tony King general man- 
ager in China for MSagen- 
Dazs. the subsidiary of the 
UK company Diageo, said 
the launch of the luxury 



ice-cream shop in Beijing 

wa&intanded "to create a 
whole pew dimension in tbe 
long tradition of ice-cream 
enjoyment in this capital 
city". ThB co m p an y, which 
already has two outlets in 
■Shanghai, plans to open for- 
tbec, shops across the coun- 
tr£3s8£GfiQg fts interest in 
what, Mr King called “the 
even greater opportunity for 
grbwffiris china”. 

The s»ms sentiment Is 
by Hflagen-Dazs* 
'cqpipetftor in Bafl jn g - 
" Robbins, the Allied 
Dcaneco. subsidiary, which 
baa been in. dhtnastoce 1993 
and now operates 10 of Its 
own retail “dipping stares". 
Greg Bach, general manager 
US’ Wwwfctn Robbins in rrVifnn 
says the company plans to 
open another 10 shops over 
six “We are 

pursuing a strategy of 
aggressive growth.” 

But for many ice-cream 
rewnpantoB the China market 
has not proved so sweet 
While a few resilient fro- 
zen dessert makers are etin 
ploughing into chfn» i drawn 
by the grand tradition of ice- 
cream consumption, . double- 
digit d emand growth and the 
promise of those L3bn con- 
sumers, other ice-cream 
companies are chopping crot. 

Duncan Garrood, general 
manag er of Wall’s in c^ina, 
says: “This is the most com- 
petitive ice-cream market in 
the world. In Shanghai , the 
most competitive market in 
China, there are well over 


700 Individual products 
available to consumers, and 
more than 100 znanufactur- 
ers.” 

The oversupply problem In 
the mass market has already 
resulted in casualties. In 
Shanghai alone, several local 
manufacturers, as well as 
one Italian joint venture and 
one ice-cream maker with 
Taiwanese investment, have 
(dosed this year. “There are 
others who are in fairly 
severe difficulties,” Mr Gar- 
rood says. 

Dave Stoneman, general 
manager of Shanghai A.S. 
Watson Yimin Food Com- 
pany - which makes Moun- 
tain Cream, the leading 
Hong Kong brand, in China 
- says: “There will be three 

s ur v i vors in Shanghai and 

probably across the country. 
Wall’s, Nestle and us. The 
others do not have the 
strength to deal with the 
competition.” Companies 
such as H&agen-Dazs and 
Baskin Robbins will battle it 
out for the premium sector. 

C ompetition has already 
been squeezing margins 
and driving down 
prices, set low to begin with 
to court the emerging Chi- 
nese market. Mountain 
Cream, for example, says 
that despite tbe hottest sum- 
mer on record in Shanghai 
(39*C again yesterday) and a 
15 per emit increase in vol- 
ume, the value of sales is 
down 15 per cent. 

Further, ice-cream eaters 
have become keenly price- 
conscious this year, as Chi- 
na’s economic growth has 
slowed. Wall’s, a subsidiary 
of Unilever, the Anglo- Dutch 
group, has seen sales of its 
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cheapest products, water 
ices, and best-selling chil- 
dren's brand, Paddlepop. per- 
form best this year. “The 
consumer goods market in 
general is feeing a slowdown 
at the moment.” says Mr 
Garrood. 

There are other factors 
which have meant that 
brands such as Wall’s and 
Mountain Cream are still a 
few years away from seeing 
any real profits. Nestle, the 
Swiss group, did not give 
details of its business, except 
to say that while some oper- 
ational units might be profit- 
able. others were at "initial 
start-up" stage. 

In China, per capita con- 
sumption of ice-cream is low 
- 0.2 litres a year if you 
count the whole population, 
or roughly 2 litres a year if 
you count only what compa- 
nies call the “active popula- 
tion” of ice-cream eaters in 
large urban areas with 
access to freezers. 


Access, though, is part of 
the problem. Distribution Is 
one of the chief challenges 
for most consumer goods 
companies in ritunn, but par- 
ticularly ice-cream makers 
who rely on a refrigerated 
chain of distribution. 

"The refrigerated chain is 
not yet in place here,” says 
Mr Stoneman, one of the rea- 
sons why Mountain Cream 
has put most of its 18X100 
freezers into a few of China's 
big cities. 

Even Wall’s, which is 
thought to have more than 
50.000 freezers nationwide 
and has tbe widest national 
coverage, has a strong pres- 
ence in only the top 60 dties 
and availability in a further 
20 cities. The Chinese coun- 
tryside, where about 900m 
people live, is not yet part of 
the market 

The rural market, it is 
hoped, will emerge as China 
develops economically. So 
too. Ice-cream makers 


believe, will the tastes and 
demands of Chinese consum- 
ers. "What is happening bare 
is not that different from tbe 
UK in the 1950s,” gays Mr 
Stoneman. "But what is hap- 
pening here is happening 
just that much faster," 

One change is the shift 
from impulse buying - typi- 
cally picking up an Ice- 
cream on a stick from a 
street vendor - to purchas- 
ing more family packs and 
ice-cream tubs to eat at 
home, as more Chinese fami- 
lies have come to possess 
their own freezers. Another 
is likely to be “deseasonalls- 
ation”. selling icecream in 
winter as well as summer. 

In the premium sector, 
where HAagen-Dazs and Bas- 
kin Robbins will compote, 
there is also an expectation 
of change. Baskin Robbins' 
Mr Bach says: “The appetite 
is growing, but it is chang- 
ing. We are trying to offer an 
affordable luxury.” 


$500m Shell pipeline 
order goes to Allseas 


By Justin Marozz) in Manila 


Shell Philippines Explor- 
ation (Spex) yesterday 
announced it had awarded a 
$500m contract to Allseas 
Maritime Contractors to 
install a 506km pipeline at 

ural gas 

Aflseas will lay a pipeline 
to transport the gas from the 
gas field in soafowgsjlecfr 
Philippines to the northern 
mainland of Luzon fn water 
depths of 200£5Q;metres.-as 
well as two other pipelines. 

Offshore work is scheduled 
to begin in the year 2000. 

David Greer, managing 
director of Spex, said Allseas 
had completed almost 
5,000km of pipeline con- 
tracts, using two dynami- 


cally positioned vessels in 
water depths of up to 1,640 
metres in the. North Sea, 
Gulf of Mexico and offshore 
Canada. • ' - 
Once the Malfonpaya proj- 
ect is operational, it is expec- 
ted to have, a bigjpipact on 

of ' ~ 

, _in, 
imparts by 20 per cent 

gas. supply is tar- 


witb details of a forecast by 
the Philippines department 
of energy showing petroleum 
dexqand is expected to drop 
71 



The award of tbe 
follows the- announcement 
last weekvot a $4B0mr con- 
tract flxmr spear to Brdwn & 
Root Energy ^ejrvfoe^ a Tex- 
as-based' •group'; '.to design 
and htrfld the •offkhi&e nlaf- 
fonnfar the-profe^aJOi)0ft- 
tonne deck end -eencrete 
gravity substructure-’-.-/ '■ » 
News of the deaf came 


cent this year and a 
5J per cent in 1999 
before recovering in 2000, 
once the worst effects of the 

* As&n ensip ase^yer,: s ^ 

.The Phfl^jpiDfiS is fflmly to 
have excess refining capac- 
ity. for the next Jftt years, 

” according to a- draft of the 

• PhSippme energy with 
‘ petroleum demand .-unlikely 
..to reach, the 1997 peak of 

130.7m barrels until 2002. 

The energy department 
. assumed as exchange rate of 
- 40 pesos -to the US dollar in 
199B end 42 in 199ft - - 
Economists ; in Manila, 

. however, are forecasting tire 
' -peso will weaken farther. 
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With industn in constant motion and global growth ai lightning speed, 
ihcv will compute anti invent faster than we can imagine. 

America's largest generator of electricity already 

U /.'(•/<' /// the world will they “el the energy they need' 

provides energy for millions of people worldwide. 
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Japanese bank ‘timebomb’ 
strains market nerves 


The fate of Long Term Credit Bank will be 
a pointer to the government's attitude to 
reforming the sector, writes GilSian Tett 


T wo months ago there 
was some concern 
about whether 
Japan’s troubled Long Term 
Credit Rank was destined to 
be the next victim of the 
country's finan cial turmoil. 

Yesterday, however, a new 
and more dangerous ques- 
tion hung in the markets: 
whether LTCB's fate could 
instead provoke a broader 
hanking crisis with interna- 
tional repercussions. 

For as LTCB's share price 
has tumbled in recent 
weeks, it has become 
increasingly clear that its 
fete will be a crucial test 
case for the government's 
policy towards banking sec- 
tor reform. 

This, in turn, has left the 
Japanese government facing 
a dangerously painful 
dile mma. For if the govern- 
ment takes rapid action to 
close the troubled bank - as 
some western banking ana- 
lysts would like - it risks 
triggering a broader banking 
crisis that might result in 
international lenders cutting 
credit lines to other Japa- 
nese Hanks . 

However, if the govern- 
ment simply bails the b ank 
out, this will provoke accu- 
sations that Japan is once 

a gain hfl rfrslirimg on h ank . 


mg reform. Although the 
government has as yet 
avoided choosing between 
these unpalatable options, 
market pressure for a rapid 
decision is rising. 

The case of LTCB was 
“like a timebomb”, said one 
western central banker 
recently. “If it is not bandied 
correctly it could turn very 
messy indeed." 

The case has become par- 
ticularly tangled because of 
its timing. When LTCB's 
share price started to fall in 
June, the government hoped 
to tackle the problem by 
using its newly announced 
policy tools, such as a 
“bridge bank" scheme for 
state-run bodies to run tem- 
porarily the operations of 
failed banks. 

But this scheme will not 
be ready until the autumn 
at the earliest. Indeed, 
its implementation may take 
even longer, because the 
newly confident opposition 
is now threatening to 
block the legislation in par- 
liament. 

The government then tried 
to produce another solution: 
merging the healthy parts of 
LTCB with Sumitomo Trust 
And last month it asked the 
Financial Supervisory 
Agency, Japan's banking 


regulator, to audit LTCB as 
a first step towards this 
merger. 

But although the audit 
was designed to reassure the 
markets - and Sumitomo 
Trust - about the merger 
plans, the Involvement of 
the FSA has actually pushed 
the government into a 
greater dflpmma 

In theory, the audit will be 
impartial As Daisuke Kote- 
gawa, an FSA director, says: 
“It is my firm intention to 
protect the Independence of 
the inspectors. It is this 
which can give international 
investors confidence.” 

But the FSA is short of 
resources: it has only about 
400 staff and is currently 
auditing 12 other banks. And 
Japanese accounting rules 
are ambiguous: the finanHni 
position of a bank can vary 
enormously, for example, 
depending on how land and 
subsidiaries' liabilities are 
valued. 

This Tnoana that in prac- 
tice there could be plenty of 
room for the gover n ment to 
exert its political influence 
over the agency. But thus 
far the politicians and 
bureaucrats appear danger- 
ously divided. 

Some politicians want the 
FSA simply to declare LTCB 
insolvent, to prove that 
Japan is serious about bank- 
ing reform before a meeting ' 
between Kiichi Miyazawa, 
finance minister, and Robert 


Rubin, US Treasury secre- 
tary, In early September. 
Such a move, they argue, 
would also help stave off 
opposition criticism. 

But some financial bureau- 
crats insist that the govern- 
ment cannot afford to 
declare LTCB insolvent 
because this would threaten 
the merger with Sumitomo 
Trust And an Insolvency, as 
Masaru Hay ami. Bank of 
Japan governor, yesterday 
pointed out could have dan- 
gerous knock-on effects on 
global finan cial markets. 
Although Japan Has declared 
some institutions insolvent 
before, such as Hokkaido 
Takushoku bank, none has 
been as large or interna- 
tional as LTCB. As Brian 
Waterhouse of HSBC Securi- 
ties says: “The FSA is 
caught in a bind. If it comes 
out and says everything is 
OK, the markets will scoff. 
But nobody wants to take 
the risk of saying anything 
else.” 

There is another catch. 
Sumitomo Trust has taken 
the unprecedented step for a 
Japanese bank of hiring 
Arthur Andersen, the 
accountants, to conduct a 
separate audit of LTCB. 
Sumitomo Trust appears to 
want to use this second 
audit to maintain its option 
of wriggling out of the 
planned merger. Although it 
seems unlikely to taka thin 
option, the government's 



IGrtri Mfyazawa ponders the Long Term Credit Bank’s fata 


credibility will be damaged if 
Arthur Andersen's investiga- 
tion differs from the FSA 
findings. 

Can this conundrum be 
resolved? Yesterday, the Jap- 
anese media suggested that 
the government might soon 
announce a draconian 
restructuring plan and res- 
cue the bank with public 
funds. But it remains 
unclear whethe - this would 
be enough to impress the 


markets. And there are signs 
that behind the scenes the 
political battle is stiB raging 
Keizo Obocbi, prime minis- 
ter, far example, yesterday 
went out of his way to deny 
that this solution had been 
approved yet. 

“I think the politicians 
want to wait longer before 
making a decision,” admit- 
ted one bureaucrat. “The 
problem is that the markets 
do not seem ready to wait” 


Pakistan set to tighten controls 
on unlicensed money changers 


By Farttffli Bokhan in Karachi 

Pakistan's central bank has 
served notice on hundreds of 
money changers to get 
licensed ahead of an August 
20 deadline, as part of tight- 
ening controls on the coun- 
try’s private foreign 
exchange market 

The bank's move followed 
criticism from government 
officials who said the money 
changers had been central to 
turmoil in the domestic cur- 
rency market since Pakistan 
conducted its first nuclear 
tests on May 28. 

The tests were Immedi- 
ately followed by tighter 
exchange controls. However, 
that only increased the 
demand for foreign exchange 
in the open market and led 
the Pakistan rupee to go 
through a period of free fall 
before returning to relative 
stability. 

“They [money changers! 
will be in business after 
August 20 but we will take 
care of unlicensed traders." 
said Muhammad Yaqub. 
Pakistan's central bank gov- 
ernor. Mr Yaqub has prom- 
ised to police and where nec- 


essary prosecute Illegal trad- 
ers. 

The licensing require- 
ments include a demand that 
businesses demonstrate that 
they have paid income tax. 

In a country where tax 
evasion is rampant and 
approximately 1 per cent of 
the population pays an 
income tax, there are many 
who may not pass the test 


“There are many specula- 
tors who have tarnished our 
community's image,” said 
Malik Muhammad Boston, 
president of the forex associ- 
ation, the national represen- 
tative body of money dang- 
ers. “The country is obsessed 
with dollarisation.. Instead of 
tightening controls, the gov- 
ernment should create new, 
credible saving plans in 
rupees to attract investors 
away from the foreign cur- 
rency market” 


Mr Boston said it was in 
the interest of the 300 money 
changers already licensed to 
see an estimated 800 unli- 
censed ones to quickly come 
under the central bank's 
monitoring system through 
getting licences. 

Others argued that the 
government needed to work 
aggressively towards remov- 
ing the causes of recent 


uncertainty on the economic 
front to calm the demand 
for foreign exchange. 

"In recent years, the con- 
tinued devaluation of the 
rupee due to weaknesses of 
the economy increased the 
demand for foreign cur- 
rency,” said Ashfoq Bukhari, 
a Karachi-based money 
changer. “Even the ‘paan 
wala' [betel leaf seller] and 
‘doodh wala’ [milkman] kept 
their savings In dollars.” 

Some businessmen said 


that the domestic ‘hundee' 
[underground] market could 
well become the alternative 
source for flight of capital. 
“Money changers will just 
move to back alleys when 
pushed in to a corner rather 
than dealing legitimately on 
the streets,” said a foreign 

h anker in Karachi 

Mr Yaqub, however, was 
already considering ways of 
building up confidence. He 
said that the central bank 
would consider issuing a 
licence for a new hank if the 
money changers could 
organise themselves in to a 
banking concern which spe- 
cialised to foreign currency 
dealings. “If they meet 
requirements of a commer- 
cial bank and specialise in 
foreign exchange dealings. I 
will have no problem [in 
issuing a licence]," he said. 

But money changers said 
that the first step towards 
considering medium- to 
long-term investment pro- 
posals depended on Pakis- 
tan's success in staving off 
an imminent foreign debt 
crisis that could undermine 
business prospects across 
the country. 


'Money changers will just move to 
back alleys when pushed rather than 
dealing legitimately on the streets’ 


China approves 
special bond issue 
to help banks 


By James Hanfiog ta Shanghai 

China yesterday announced 
the approval of a special 
RMB270bn ($32.6bn) bond 
issue to help In recapitalisa- 
tion of state-owned banks, 
and called on the commer- 
cial banks to divest securi- 
ties and trust operations by 
the end of this year. 

The moves mark two fur- 
ther steps in the kmg pro- 
cess of reforming the coun- 
try’s troubled financial 
sector. . 

The issue of the 30-year 
bonds, which will be bought 
by China's big four state- 
owned commercial banks, 
was announced earlier this 
year and is intended to offer 
a gradual remedy to the leg- 
acy of bad debts in the state 
banking sector. 

China's finance ministry 
will issue the bonds from 
today. They will carry an 
annual interest rate of 72 
per cent paid on a yearly 
basis, according to the offi- 
cial report issued by the Xin- 
hua news agency yesterday. 


The statement confirmed 
approval of the bands by the 
state council, China's cabi- 
net 

The Industrial and Com- 
mercial Bank of China, Agri- 
cultural Bank of China, 
Rank of China and the China 
Construction Rank will be 
the only eligible purchasers 
of the bonds. 

State media reported yes- 
terday that the People's 
Bank of China (PBOQ. the 
central bank, had ordered 
tiie state-owned, commercial 
banks to separate them-, i 
selves from subordinate 
businesses invested in | 
trusts, securities and prop- j 
erty by. the end of 1998. 

The FBOC has asked all 
commercial banks to divest 
their trust and investment 
companies, except those 
excluded by the state coun- 
cil. a report in the official 
Financial News said yester- 
day. 

The central bank empha- 
sised the importance of 
streamlining and clarifying 
the banks’ responsibilities. 



' NEWS DIGEST 


NUCLEA R WEAPONS PRO GRA MME _ 

Seoul probes reports on 
N Korea preparations 

South Korea yesterday said it was trying to verify US 
newspaper reports that North Korea was building under- 
ground facffities far the resumption of its nudear weapons 
programme. , 

Norfo Korea has buRt many underground facffitws ana 
“what matters to us is lor what use these facilities are 
being constructed", said one foreign, ministry offlcralat a 
press briefing. "Wete seriously aware of the situation. 

The New York Times, quoting US officials, said the large 
underground complex located near North Korea's nuclear 
centre at Yongtiyon might be Jinked to an effort to revive 
its moth-bated nudear weapons programme. 

North Korea agreed to abandon its nudear programme 
in 1994 in return far the supply of safer Bght-watar reac- 
tors, but it recently threatened to resume nuclear activity if 
the US foiled to fulfil its side of the bargain. 

The US has fallen short of delivering promised supptes 
of heavy fad ofl. The US Congress has blocked funds for 
the oil supplies because of reports that North Korea sup- 
plied missiles to Pakistan. 

The issue is expected to be discussed at a scheduled 
meeting between the US and North Korea in New York on 
Friday. John Burton, Seoul 


CHINA FLOODS 


Threat to Daqing oil wells 

Tens of thousands of Chinese soldiers heaved sandbags 
yesterday in a desperate “life and death" effort to save the 
country's biggest oilfield and a city from fioodwaters, state 
media reported. 

A swollen reservoir threatened to overflow on to the 
Daqing offiekis hi the north-east They account for one 
half of China's domestic on production. 

"About 80 per cent of oil wells are in the middle and 
north of Daqing, •so if the dam of the reservoir bursts all 
these oflfields win be affected," a Daqing oilfield official. 
Roods have already Inundated 1 ,217 of Daqing’s 25,000 
oil wells, dosing 527. Reuters, Bering 


SOUTH KOREA 


Appointment ends stalemate 

Kim Jong-pil yesterday was formally approved as South 
Korea's prime minister, ending a six-month political stale- 
mate that paralysed the National Assembly. 

The opposition-controlled parliament had refused to 
support the nomination made by Kim Dae-Jung, the presi- 
dent; but bowed to growing public criticism about parlia- 
mentary inactivity as Korea confronts Its worst recession 
since the 1950s. 

Kim Jong-^il is the leader of the United Liberal Demo- 
crats, the conservative junior partner in the president’s 
coafition government 

The government offered to compromise with the opposi- 
tion Grand National party on senior parliamentary appoint- 
ments in return for the approval of the prime minister, with 
the National Assembly expected to resume normal deliber- 
ations today. The dispute blocked economic legislation 
including measures to promote foreign- divestment, the lift- 
ing of restrictions on foreign capita! inflows, and an easing 
of laws on mergers and acquisitions. John Burton, Seoul 


INDEPENDENCE DAY 


Muted celebrations in Jakarta 

Indonesia marked Independence Day yesterday with half- 
hearted celebrations and empty streets, under the shadow 
of economic crisis and fears of flesh violence. 

For the first time in more than 30 years, the official cere- 
mony marking Indonesia's independence from Dutch colo- 
nial rule in 1945 took place without Mr Suharto. 

The former president - toppled in May after months of 
economic decay, student protests and mass unrest - was 
invited to the ceremony at Jakarta's presidential palace 
but did not turn up. President B J. Habibie, his successor, 
took the salute at a military parade and flag-raising In the 
palace forecourt Reuters, Jakarta 


Setback for farmers in Philippines 


INTERNATIONAL ECONOMIC INDICATORS; BALANCE OF PAYMENTS 


Trade figures are given in biions of European currency unto (Eofl. Tin Ecu exchange rata shows the number of national currency unto per Ecu. The nominfe affective 
exchange rale la an Index wfih 1990-100. 


By Justin MarozzI In Marita 


Philippine agricultural 
output slumped 72 per cent 
in the first half of this year, 
compared with the same 
period last year, as the El 
Niflo weather phenomenon 
devastated crop production. 
It was the farm sector’s 
worst performance in 20 
years. 

By contrast, agricultural 
output in the first half of 
1997 showed growth of 3.5 
per cent year-on-year. 

Within the agricultural 
sector, output of crops foil as 


much as 14.6 per cent from a 
year ago. as the unusually 
low rainfall took its toll on 
farming areas. 

Agriculture is critical to 
the economy, representing 
about 20 per cent of gross 
domestic product and 
employing about 44 per cent 
of the workforce^ The poor 
output has added to eco- 
nomic strains brought on by 
the Asian finan cial crisis. 

Rice and corn production 
have been hit by the drought 
prevailing especially in the 
southern region of Min- 
danao, the poorest part of 


the Philippines. Corn pro- 
duction fell 44 per cent year- 
on-year, while palay rice pro- 
duction was 27 per cent 
lower. 

“The big slump in crop 
production brought down 
agriculture to its worst per- 
formance record in 20 
years," said William Dar, 
agriculture secretary. 

Agriculture is one of the 
priorities of newly elected 
President Joseph Estrada, 
who promised to improve 
the lot of the masses. 

A recent report by the 
Asian Development Bank 


made a series of recommen- 
dations to help the ailing 
farm sector. These included 
improving rural infrastruc- 
ture, progressing with the 
stalled land reform pro- 
gramme and increasing the 
area of land undeT irrigation. 

Economists underline the 
need for greater public sec- 
tor investment, particularly 
in infrastructure. 

But facing fiscal pressures, 
the government has already 
announced a 25 per cent 
across-the-board spending 
cut. Mr Estrada presents his 
first budget next Monday. 


Subsidies threaten to smother 
India’s flickering power sector 
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FRANCE ITALY - A . UNTIED KINGDOM 


By Marik Nfcfntson In New Delhi 

India's inefficient state 
electricity boards made com- 
bined commercial losses of 
RslOQbn (S2.3bn) In 199897, 
according to a report by 
India’s planning commis- 
sion. The report highlights 
the complicated finances of 
India’s subsidised power sec- 
tor - one of the main impedi- 
ments to private and foreign 
investment in Indian power. 

The losses would have 
been more than double that 
total had the state electricity 
boards (SEBs) paid dues to 
other government utilities 
and enterprises, according to 
the report. The 19 boards 
owed them RsllSbn. 

The report blamed the 
“unsatisfactory and deterior- 
ating” financial performance 
of the state boards, con- 
trolled by India’s state 
governments, for India’s 
poor record in adding capac- 
ity. maintaining existing 
plants and attracting private 


Investment in power. “One 
of the main hurdles to pri- 
vate .sector participation is 
the reservations about the 
capacity of SEBs to pay for 
power,” says the review. 

India opened its power sec- 
tor to private and foreign 
investment In . 1992, but to 
disappointing effect Several 
big “fast track” power pro- 
jects, mostly foreign-backed, 
have become mired in clear- 
ance procedures, financing 
difficulties and problems 
over securing commercial 
ftiei supply contracts. 
Smaller private projects 
have been handica pped by 
the inability of most SEBs to 
pay for private power. 

Just five private power 
projects have come on 
stream since the private 
power policy in 1992, adding 
only 2.069MW to India's 
capacity, currently 
84912MW. Indian power con- 
sumption, at an annuel 335 
kilowatt hours per capita, is 
among the world's lowest 


The report identifies the 
cause of SEB losses as heavy 
and politically driven subsi- 
dies to formers and domestic 
users. It puts the “effective 
subsidy” - the difference 
between cost and revenue 
earned - for form and hmne 
users at Bsl92bn in 199697, 
almost 1.4 per cent of India’s 
gross domestic product 

The state boards heavily 
cross-subsidise power, 
according to the report 
which says, the average agri- 
cultural power tariff this 
year will be just. 219 paise 
(100 paise = 1 rupee) per kW. 
while industrial users will 
pay an average of 292.7 paise 
a unit Overall, it says, the 
average cost of power in 
India wtD be 217 paise a imft, 
while the average tariff win 
be 175 paise, sustaining the 
SEBs' descent Into the red. 

The cross-subsidisation 
has also; heavily skewed 
power consumption. The 
report shows that home and 
form users account for 49 per 


cent of total power sales, 
against just 27.4 per cent in 
1984-85, while the share of 
industrial use has fallen, 
from 50 to 35 per cent of 
sales over the same period. 

The report calls for SEB 
reforms, notably in rational- 
ising tariffs. So for only a 
few states have begun 
reforms. Orissa, one of 
India's poorest states, leads 
the reform moves, its SEB is. 
the only nnp to make a small 
c ommercial profit this year. 
Though SEBs are formally 
required to show a net 3 per 
cent return on capital, on 
average they made a nega- 
tive return of more than I6 r 
per cent on capttaL 

The prospects for reform 
do not appear bright. Moves 
by the government to estab- 
lish regulatory . authorities 
this year woe opposed- and 
it was forced to weaken leg- 
islation designed, to create 
independent state-level regu- 
latory authorities with statu- 
tory tariff-setting powers. . 




VHfe 

Comal 

Ben 




Mb 

Cars* 

lM 




IMfc 







tocon 


msh. 



mnoat 

•lAMfB 

wcs&im 


red. 





ftprefe 

N’-'. -- M 

fcteo 

te 

an 

Be—. 


fa*K» 

mil * 



hmm 

bteN 

alt 


1987. . 

1282 

-40 

-3.7 

80265 

880 

101 0 

-7.7 

-io 

14840 

1009 

1120 

-18.4 

-80 

0.7047 


1968 

1410 

-4.7 

-34 

70354 

960 

.1030 

-60 

. -54 

15380 

97.8 . 

1200 

.-320 

-240 



1988 - 

1820 

-60 

-30 

70168 

960 

1270 

' -no 

-10.7 

15082 

96.5 

1370 

-36.7 

-330 

00728 


1990 

170.1 

-70 

-70 

6.9202 

100.0 

1330 

-80 

-120 


100.0 

1420 

-260 

-262 

0,7150 


1991, 

175.4 

-40 

-40 

60643 

sen 

1370 

-100 

-192 

15310 

980 

147.7 

-14.7 

-114 

0.7002 


1982 

1820 

40 

20 

60420 

1010 

1370 

-80 

-220 

15910 

950 

145L9 

-170 

-13.8 

0.7359 


1993 

179.6 

130 

8.0 

80281 

1050 

144.9 

18.1 

8.7 

1838.7 

804 

1560 

-170 

-132 

0.7780 


1994 

1980 

120 

54 

6.5659 

106.1 

' 1514 

ISO" 

.120 

1906.6 

780 

174.1 

-144 

.-2.1 



1995 

218.7 

104 

84 

EL4460 

1082 

181.0 

210 

207. 21064 

880 

.-I860 

-14.1 

-40 



499B 

2302 

130 

104 

64058 

10S.T 

2010 

350 

3 20 

1832.7 

75.7 

203.0 

H50 

-20 

nano* 


1997 

255.6 

27.1 

35.1 

60925 

1050 

2092 

272 - 

320 

19240 

780. 

2464 

-180 

60 

00906 

100.5 

2nd qtr.1997 


70 

10.1 

60788 

106.0 

640 

• 80. 

- 60 

■19240 

782 

610 

-40 

24 

00960 


3rd qtr.1997 . 

662 

. 70 

84 

60261 

1042 

520 

80 

104 

19180 

760 

64,1 

-42 

20 

00705 


4th qtr.1997 

67.1 

70 

90 

80134 

1050 

55.8 

60 

. 84 

18340 

78.1 

63-0 

-82 

OO 

00772 


let qtr.1998 

87.3. 

60 

80 

60273 

1050 

524 

32 

24 

19480 

750 

810 

-70 

-4.9 

0.6806 

1054 


21.8 

1.6 

IO 

60309 

1030 

.. 120 

20 

22 

19210 

750 

21.1 

-IO 


00870 


September 

220 

- 20 

20 

80940 

1040 

182 

-oo 

1.1 

19140 

782 

200 

-IO 


0.6852 


OUnjbar 

23.0 

30 

40 

60839 

1050 

MR 

3.1 

30 

18254 

762 

200 

-2jD 




Nofwnfiy 

.210 

io 

20 

60246 

1050 

170 

• 20 

■ 2.5' 

19384 

762 

200 

-20 


0.6782 


DM*auiiui a 

220 

. 20 

.. 20 

60219 

1050 

172 

14 

20 

19390 

750 

210 

-IO 




January- 1996 

224 

20 

2.7 

80137 

1052 

144 

ao 

-2.0 

1943.7 

754 

200 

-IO 


00848 


robtnwy 

22.6 

.20 

30 

60188 

1050 

17.6 

09 

14 

18487 

752 

202 

-30 


00838 


■March- 

22-3. 

IO 

. 2.0 

80483 

1040 

204 

22. 

•• 30 

19530 

752 

200 

-20 


0.6532 


Ap»H .. 

220 

20 

30 

80428 

105.1 

.180 

IS 


19570 

752 

200 

-2.1 


00536 


MiW 

-220 

20 


60051 

108.7 

18.7 

. 20 


79420 

780 

. 190 

-2.7 


0.6783 


June 




6.8235 

1050 




19462 

760 






Jiriy 




80243 





1948.1 

760 




00888 

1050 


e 7°* n ???" |T ftKMhg arty , m taa, K, dm" ™ 











FINANC IAL times 


Tuesday august is 199s *■ 





AF.iHs . 


INTERNATIONAL 


robes f (; Port s n 
1 P^-'Poratio;^ ^ 


wells 


BOt ends .■■iieniatf 


Neighbouring states take sides in Congo conflict 


By Michela Wrong 

Fears for the stability of 
central Africa grew yester- 
day amid signs that the 
Democratic Republic of Coo- 
Rn’s southern neighbours 
were being suck*! steadily 
into the governments two- 
week battle against Rwan- 
dan-backed rehels. 

Defence ministers from 
Angola. Zimbabwe and 
Namibia were due to meet a 
senior Congolese official - 
possibly President Laurent 


KabUa himself - in the Zim- 
babwe capital Harare to dis- 
cuss a list of requests expec- 
ted to include troops, air 
power and logistical support. 

Coming just 24 hours after 
a summit between Mr Kabila 
and the presidents ol Angola 
and Namibia in Luanda on 
Sunday, the new round of 
frenzied shuttle diplomacy 
pointed to a dangerous 
polarisation of the conflict, 
with a trio of southern 
nations sympathetic to Kins- 
hasa while at least two east- 


ern states - Rwanda and 
Uganda - support the rebels. 

Angolan forces helped Mr 
Kabila to capture Kinshasa 
in his 1997 campaign. There 
bad been speculation that 
his subsequent failure to 
prevent Unita rebels from 
operating out of Congo 
might turn Luanda ag ains t 
him. but diplomats said 
Angola seemed ready to 
commit troops and weapons 
once again in exchange for 
promises of a crackdown on 
Unita. 


Harare has already admit- 
ted sending army officers to 
Kinshasa to train the Forces 
Armees Zaireoises (FAZi and 
rebel commanders say Zim- 
babwe’s arming of the Con- 
golese government disquali- 
fies President Robert 
Mugabe from chairing a 
four-nation group set up to 
mediate in tbe dispute. 

The rebel forces yesterday 
claimed to be continuing 
their march on Kinshasa, 
saying they had seized the 
town of Songololo after a 


Battle is under way for Nigeria’s soul 


The Question is not so much whether 
civilian rule will return, but whether it 
will last in a country riven by ethnic 
conflict, writes Michela Wrong 


E ver since San! Abacha's 
sudden death in Juue 
halted Nigeria's steady 
march towards one-man 
rule, the country's south has 
been gripped by something 
approaching euphoria. 

Excited by concessions 
ranging from freeing politi- 
cal prisoners to a timetable 
for multi-party elections, pol- 
iticians have been revelling 
in their new-found freedom 
to debate the country's 
future. 

"It's as though a hand has 
been lifted from our jugu- 
lars." admitted a former 
minister. "The sense of relief 
is simply enormous." 

But celebration, sceptics 
argue, is premature. For 
while Nigeria has managed 
to come through the deaths 
of first General Abacha and 
then Moshood Abiola. jailed 
winner of the 1993 elections. 
wiLh a minimum of blood- 
shed. the hardest test lies 
ahead. 

"This is as dangerous a 
lime as any in the country' s 
history.” says a business- 
man. -The battle being 
waged is over the very soul 
»f Nigeria." 

If western governments 
have focused on whether 
General Abdulsalam Abu- 
bakar is genuine in his 
stated desire to I land over to 
a civilian government by 
June 1999. Nigerians' preoc- 
cupations lie elsewhere. 

The disappearance of the 


two adversaries who domi- 
nated the political scene, 
they feel, offers a unique 
opportunity to tackle the 
problem at the heart or the 
crisis: the division of spoils 
among Nigeria's three main 
ethnic communities. 

When Nigeria was born in 
1960 it was very much a 
"nation of nations". Embrac- 
ing more than 200 tribes, it 
amalgamated what had been 
four separately administered 
regions: the Hausa-Falani 
north. Yoruba sooth- west, 
Igbo south-east and Lagos 
city. 

But military rule made a 
mockery of the title “Federal 
Republic of Nigeria" as 
northern-dominated security 
forces created a hierarchy in 
their own image. Oil reve- 
nue. the country's lifeblood, 
was funnelled to tbe capital 
in one of Africa's most cen- 
tralised administrations. 

At the same time, military 
leaders encouraged the cre- 
ation of parasitic statelets, 
convenient ways of a doling 
out perks to local digni- 
taries. Tbe result was 36 
states, dependent on Abuja 
for anything from education 
budgets to road tarmac. 

Minorities in the oil-rich 
Niger delta, who saw their 
resource being pumped away 
without local benefit, were 
pushed to the edge of revolt. 
Anger also grew in the 
industrially developed south- 
west. frustrated by the fail- 


ure to translate commercial 
strength into political power. 

The 1993 polls, when both 
north and south voted for a 
southerner, should have 
healed these rifts. Instead, 
Gen Abacha exacerbated 
them by cancelling Chief 
Abiola's election, convincing 
southerners they would 
never win access to the top 
job. 

Dissatisfaction reached the 
point where even the nor- 
mally impervious Gen Aba- 
cha felt obliged to stage a 
constitutional conference. 
After months of acrimony, 
delegates agreed on a presi- 
dency that would alternate 
between north and south, 
devolved decision-making 
and - in a sop to the delta 
communi t ies - a bigger 
share of locally generated 
revenue for each region. 

Gen Abacha probably 
□ever intended to implement 
the recommendations. He 
failed to publish tbe findings 
and tampered repeatedly 
with the final draft. 

Bat with Gen Abubakar 
promising to publish the 
original document, the 
debate has reopened with a 
vengeance. 

Radical Yorubas, who feel 
they are "owed" a southern 
president as compensation 
for Chief Abiola's death, 
want a national conference 
with sovereign powers to 
renegotiate the whole federal 
issue. 

The Southern Nigerian 
Leaders Forum recently 
demanded that the army be 
split into regional units com- 
manded by local men. with 
80 per cent of the ranks also 


brief fight and were advanc- 
ing on Mbanza Ngungu. the 
last big settlement on the 
road linking the river port of 
Matadi with Kinshasa. 

Reporters confirmed rebel 
cl aims that both M3tadi and 
the hydroelectric dam of 
Inga, which supplies Kins- 
hasa and tbe mineral-rich 
south of the country with 
electricity, were now firmly 
in rebel bands. 

With fresh power cuts jut- 
ting parts of Kinshasa, the 
sense of crisis in the city of 


am inhabitants was growing. 
State television struggled to 
calm fears that Mr Kabila 
was planning to abandon the 
city and rebase in the 
southern capital of Lubum- 
bashi by repeatedly broad- 
casting images of the presi- 
dent. defiant and pledging 
victory, flying into the capi- 
tal late on Sunday. 

But the nervousness of the 
government, which railed an 
emergency cabinet session, 
was clear. Heavily armed 
troops were posted to all 


roads leading from Kinshasa 
to Lower Congo province 
and shops were ordered to 
close along the road to the 
south-west, the route a rebel 
advance would take. 

Western embassies said 
they were pushing ahead 
wi th plans to evacuate 
nationals, with Belgium 
seeking permission for two 
special flights and France 
trying to revive a ferry shut- 
tle to Brazzaville. 
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recruited locally - a move 
many northerners would 
regard as the first step to 
national break-up. 

Eastern Igbos, who learnt 
the price of unsuccessful 
secession when the Biafran 
independence movement 
was crushed in the 1970s, are 
calling for a return to the 
post -in dependence arrange- 
ment. 

“We’re not asking for any- 
thing new," says Alex 
Ekwueme, a veteran Igbo 
politician. “We're just saying 
let’s go back to what our 
founding fathers negotiated 
for us.“ 

Tbe endless discussions 
unnerve politicians in 
Kaduna. the old British 
headquarters of the north. 
While acknowledging that 
the north has through mili- 
tary incompetence lost the 
moral right to claim the 
presidency, members of 
what is nicknamed the 
“Kaduna Mafia” are wary of 
anything smacking of seces- 
sion by their richer southern 
neighbours. 

A bubakar is being very 
magnanimous. He’s 
accommodated so much 
that people begin to fear that 
reconciliation will disinte- 
grate into appeasement." 
says Abdurrahman Gkene. 
head of the Northern Elders 
lobby group. 

“The constitution drawn 
up at the conference was 
fair. The mistake is to open 
up the debate again." 

Cynics argue that the 
demands for more equitable 
revenue-sharing and 
devolved powers merely 
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tfflth former stron gman Abacha. left, and his opponent Abiola, centre, both dead. Nigeria is looking to 
Abubakar, right, to allow a return to endian rule and the promise of a new start for the country 


camouflage each ethnic com- 
munity’s desire to dominate 
the system, and that once a 
president has been nomi- 
nated, the federal debate will 
die away. 

“Nigerian politicians talk 
as though they want to 
change tbe whole system, 
but in fact they just want to 
change who controls the cen- 
tre.” says a lawyer. “Tbe 
attitude is. If 1 can't have iL 
let's share things equitably: 
if 1 can have it, let me have 
it all’." 

Until now Gen Abubakar 
has been careful to skirt the 
issue, an omission wbicb has 
not gone unnoticed by 
southern activists. 

“If we don't settle this now 
the elections will be an exer- 
cise in futility." warns Chief 
Abraham Adesanya, deputy 
head of the mainly southern 
opposition movement 
NADECO. “If we simply 


sweep the dust under tbe 
carpet, it'll keep coming 
back." 

But most analysts agree 
that even if the constitution 
is published before elections 
due by May 29. there will be 
no time to tackle such funda- 
mental questions before the 
civilian administration takes 
over. 

That raises the worrying 
prospect of a weak govern- 
ment of inexperienced politi- 
cians becoming immediately 
mired in wrangling over con- 
stitutional clauses, while 
economic problems which 
urgently need tackling go 
neglected. 

So far. Gen Abubakar has 
proved adept at sidelining 
the Abacha cronies in the 
military most likely to com- 
bat a civilian takeover, spell 
ing an end to their privi- 
leges. 

lsmaila Gwarzo, former 


national security adviser, is 
being investigated for cor- 
ruption. Major Hamza Al- 
Mustapha. responsible for 
Gen Abacha's safety, has 
been redeployed and a close 
aide. Lt-Gencral Jeremiah 
Useni. has resigned. Only 
Major-General Istraya 
Bamaiyi. Chief of Army 
Staff, remains a potential 
danger. 

But Nigerians are well 
aware of how civilian incom- 
petence has in the past pro- 
vided ambitious officers with 
the pretext for a coup d'etat. 

“Having been out of power 
for 30 years, the political 
class should have learnt that 
you can't keep bickering." 
says Omaru Dikko, a north- 
ern former minister. "Some- 
times the politicians forget 
the dangers they ought to 
see - the military standing 
in the wings, waiting to 
intervene." 


UN to 
decide on 
Iraq arms 
checks 


By Laura Silber at the 
United Nations In Hew York 


The United Nations Security 
Council was considering yes- 
terday whether to tell weap- 
ons inspectors to press on 
with a “full range of activi- 
ties" in Iraq, despite Bagh- 
dad's decision to suspend 
co-operation with the UN. 

Diplomats said the Council 
was weighing its response to 
letters from the UN mission 
to dismantle Iraq's arsenal of 

deadly weapons fUnscomi 
and tbe International 
Atomic Energy Agency 
(IAEA), the UN's nuclear 
watchdog. Last week, the 
two agencies said the Iraqi 
decision limited their 
operations. 

The Council was also due 
to discuss efforts by Prakash 
Shah. UN special envoy tu 
Baghdad, to break the latest 
impasse between the UN and 
Iraq. Mr Shah last week 
delivered a “firm message" 
to Baghdad from Kofi 
Annan. UN secretary- 
general. that Iraq should 
resume co-operation with 
the UN. 

If the Council calls on the 
two agencies to carry on 
with their mandate, regard- 
less of Iraq's decision. Bagh- 
dad might decide to reverse 
course or risk irking perma- 
nent members - Russia. 
France and China - which 
have pressed for an early 
lifting of sanctions. 

Unscom and the LAEA last 
week halted spot-inspections 
and new investigations, con- 
fining Lheir work to previ- 
ously declared sites. 

The Council has dismissed 
Iraq's actions as ‘’totally 
unacceptable". But even the 
US and Britain, the two per- 
manent members which 
urge a tough line against 
Baghdad, have shown little 
appetite for a fight. 

Despite the apparent US 
reluctance to threaten the 
use of force. Madeleine 
Albright. US secretary of 
state, yesterday said Wash- 
ington had “ruled nothing 
out. including the use of 
force". 
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STARR INQUIRY PRESIDENTS TESTIMONY MAY PUT HIS POLITICAL CREDIBILITY AT RISK 

Clinton testifies on his 
relations with Lewinsky 


By Gerard Baker hi Washington 

President Bill Clinton yester- 
day became the first US 
president to testify before a 
criminal grand jury investi- 
gating allegations that he 
broke the law. 

Mr Clinton was expected 
to change his earlier state- 
ment under oath denying 
that he had sexual relations 
with Monica Lewinsky and 
admit to an “inappropriate" 
relationship with the former 
White House trainee. But it 
was still unclear whether he 
would acknowledge perjury 
in that former statement or 
try to argue that his denial 
of sexual relations referred 
to a particular type of sexual 
activity only. 

The historic testimony 


hp pan at I pm in the White 
House. Across Washington, 
the 23 members of the grand 
jury assembled in a federal 
courthouse to witness the 
occasion via closed circuit 
television. The testimony 
was limited, by agreement 
between the president and 
Kenneth .Starr, the indepen- 
dent prosecutor leading the 
investigation, to four hours. 

White House officials said 
plans had been made for the 
president to address the 
nation on television last 
night They said Mr Clinton 
was confident and well-pre- 
pared for the testimony, 
which was expected to 
involve many excruciatingly 
personal questions about the 
precise nature of his con- 
tacts with Ms Lewinsky. 


“I wouldn’t say he is 
exactly looking forward to It, 
but he knows with certainty 
what he is going to testify 
to... And that is the truth 
and the whole truth," said 
Mike McCurry, the chief 
White House spokesman. 

Mr Starr has been Investi- 
gating whether Mr Ctinton 
had an affair with Ms Lewin- 
sky and then lied about it 
under oath. He is also trying 
to ascertain whether Mr 
Clinton urged Ms Lewinsky 
and others to commit per- 
jury - a much more serious 
charge that would amount to 
obstruction of justice and 
COUld lead to irn pAarhrapnt 

In addition to his immedi- 
ate legal problems Mr Clin- 
ton faces serious questions 
about his political credibility 



if he admits to a sexual rela- 
tionship. 

hi January, when allega- 
tions about the affair first 
emerged, many senior mem- 
bers of the administration 
went out of their way to say 
publicly that the claims were 
false and that they believed 
Mr Clinton's denials. 

Mr McCurry said Erskine 
Bowles, White House chief of 
staff, tried to bolster morale 
at a staff meeting yesterday 
morning by quoting words 
he remembered his father 
using; “It’s easy to be there 
for someone when they’re 
up, bet it’s the good ones 
who are there for you when 
you’re down." 

, r— '■ ' »J 

Guide to Braid juries, Page 10; A protester outside the Virginia hone of Kenneth Stan- yesterday 
Observer, Page 13 tries a direct pies to the prosecutor AP 


Broadway puts on open air show to raise 


The space hovering over 25 theatres is latest commodity 
for sale in a city where everything has its price 


P sst . . . wanna buy some 
air? They always said 
money can buy you 
anything in New York, and it 
seems they were right The 
latest novelty to hit the 
market Is the air space 
hovering over 25 Broadway 
theatres, now on sale for 
anyone with $100m to 
spare. 

The catch is that buyers 
cannot touch either the 
theatres or the space above 
them. However, they do get 
a rosy glow from knowing 
they have given the arts a 
helping hand. Oh yes, and 
they also make megabucks 
by acquiring the right to 
develop equivalent amounts 
of space elsewhere. 

The idea is to inject some 
cash into New York's 
struggling theatre industry 
by allowing theatres to sell 
the rights to the 
undeveloped space above 
their roofs. 

Under New York's 
planning laws, the city is 


divided into zones that place 
limits on buftding sizes to 
maintain control over traffic 
and pedestrian densities and 
to preserve the character of 
neighbourhoods. 

Because theatres do not 
need to be tall, they do not 
build to their maximum 
permitted height This leaves 
them holding valuable 
unused development rights, 
known in the real estate 
industry as air rights. 

For years. New York has 
allowed small buildings to 
sell their air rights to 
adjacent buildings, which 
can then build to a greater 
height than would otherwise 
have been allowed. This 
accounts for the quirky 
survival of places like P.J. 
Clarke’s, a tiny saloon In 
midtown Manhattan that is 
dwarfed by the skyscrapers 
around it 

But the city is going a 
step tother with the theatre 
industry, allowing theatres to 
sell their air rights to 


companies carrying out 
unrelated developments 
several blocks away. - 
The 25 theatres tocluded 
in the plan have unused 
development rights totalling 
about 2m sq ft which real 
estate analysts say should 
fetch around $50 a sq ft So 
the potential yield to the 
theatre industry should be 
about $ 100 m. 

In return for this bonanza, 
theatre owners will have to 
promise that their buildings 
will be operated as theatres 
for ever. They wiH also be 
requked to donate $10 a sq 
ft of the proceeds to a 
city-controlled fund that vriB 
help preserve historic 
theatres and subsidise 
cut-price tickets. 

ft souids a good idea, but 
it is, of course, bonkers. It 
will do little or nothing to 
address Broadway's 
fundamental problem: its 
reluctance to enhance New 
York’s cultural life by staging 
new or interesting plays, or 



Letter front 
New York 

Richard Tomkins. 


in fact, any plays at afl. 

Remarkably, out of the 25 
Broadway productions 
currently listed in the New 
York Times, only five are 
plays. Another is revue, and 
all the rest are musicals. 

This sad state of affairs is 
largely explained by the very 
high cost of going to the 
theatre in New York. Most 
Broadway theatre tickets 
cost at least $50 and often 
as much as $75, so most 
people looking for an 
evening's entertainment 
choose instead to go to a 
movie, where a seat costs 
just $8.50. 

As a result almost the • 
only way for theatre owners 
to turn a profit Is to stage 
blockbuster musical 
spectaculars, since these 
make people feel they are 
getting their money's worth 
and All the theatres with 
tourists. Because they ran 
for years, these shows can 


spread their start-up costs 
over very large numbers of 
performances. 

The shortage of plays 
might ease if theatres could 
only get their costs down. 
But Broadway is notoriously 
stymied by the outdated 
rules and restrictive 
practices employed by the 
powerful unions representing 
.stagehands, technicians and 
musicians, which push up 
labour costs to unrealistic 
levels. 

It is hard to see how a 
one-off injection of cash win 
do anything to change this 
for the better. The dty 
argues that its plan w3 
increase artistic diversity 
because some of the money 
raised by the levy on the 
sale, of air rights will be used 
to support the production of 
plays that might not 
otherwise attract big enough 
audiences to make money. 

But this rases other . 
troubling questions, the 
biggest of which is who wfll 
decide which plays are 
worthy of support As things 
stand, it wiD be an. * 
eight-member Theatre 


Subcfistrict Councfl 
appointed by Mayor 
Rudolph Ghifcffji, arguably 
the earth’s greatest Bving 
control freak, and other 
elected officials. 

Can New Yorkers rest 
easy in the knowledge that 
Mr Giufiaii wiD be vriekfing 
power over the city’s 
theatrical life? The auguries 
are not good. 

Mayor Giuliani's best ' 
r e me mb ered venture into the 
thespian wo rid came last 
year when he astounded 
guests at a pharity gala by 
sweeping onstage in a blond 
bouftant wig, pancake 
make-up, pink baDgown and 
fishnet tights. 

On that occasion, it should 
be remembered, he reprised 
Marilyn Monroe's song 
Happy Birthday, Mr 
President and cavorted with 
Jule Andrews, the star of 
the long-running musical 
Vfc tarfl/fc toria before 
embarking on a s t rip t e ase 
behind a screen. That - 
seemed to establish ail too 
dearly what side he was on 

in theatrical taste, if not in 
gender. 


NEWS DIGEST 


US WEST 


Strike at Baby Bell 
continues after talks fail 

A strike at US West, the smallest of the five US Baby Bell 
telephone companies, moved into a second 
after the company failed to reach an accord wimtneuom- 
munications Workers of America over a new three-year 
labour agreement. , . . , , nMrir 

The strike was prompted mainly by the issue of perfor 
mance-based pay. - 

The company said that it wanted to include an element 
of performance-based pay for all employees recnxtTO alter 
the beginning of next year, and that a would be °PUonal 
for existing staff. The union has also objected to changes 
proposed In the comparers health insurance arrangements 
for workers. Richard Waters. New York 

REBEL OFFENSIVE 


Colombia peace process at risk 

Renewed fighting between Colombia's leftwing guenUtas 
and the country's armed forces is threatening to upset tne 
country’s ftedgfing peace process. , . 

A guerrffla offensive and outbreak of fighting m the 
north-western area of Uraba ova* the past three days has 
left 60 people dead and 100 injured. At least 20 soldiers 
are reported missing. 

The attack comes as a blow to the new government ot 
Andr6s Pastrana’s Conservative party. Contrary to Presi- 
dent Pastrana’s expectations that guerrilla activity would 
subside with the change In government, the fighting indi- 
cates that the rebels are not prepared to scale down their 
mffltary offensive, despite their apparent willingness to dis- 
cuss peace. Adam Thomson, Bogota 


CHILEAN INFLATION 


August prices set to edge up 

The Santiago Chamber of Commerce yesterday forecast 
that Chile’s consumer price index would rise 0.5 per cent 
this month. The index for July edged up 0.4 per cent as it 
also did in August last year. 

The index rose Z3 per cent in the first seven months of 
the year and 5.3 per cent year-on -year in July 1996. the 
chamber sad. The Central Bank expects inflation in 1998 
to be about 4.5 per cent 

The bank yesterday released its Imacec economic activ- 
ity indicator, which showed a 4.6 per cent year-on-year 
increase in June. 

The figure was slightly above market expectations, 
which were for a increase to the 4.0-4.5 per cent range. 
The Imacec is widely watched because it is a gross 
domestic product proxy that is released monthly, com- 
pared with quarterly GDP figures. Reuters, Santiago 
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Firms are accused of ignoring money laundering 






By Jim KeBy h lofidon 

Accountants and lawyer* 
wen? accused yesterday b> 
the National Criminal intel- 
ligence Service of turning a 
blind eye to money launder- 
ing. 

NCIS figures showed the 
intelligence service had 
received M.ooo tip-offs in 
1997 about suspected money 
laundering. Those included 
7.000 from banks and a,ooo 
from building societies 


(mutually owned home frwwg 
and savings institutions). 
But accountants had 
just 44 disclosures, down 
from 75 the previous year. 

Solicitors (lawyers with 
•touted powers of advocacy 
to courts) had wmda 286 dis- 
closures to NCIS in 1337 , 
down on the 300 made in 
1996, while tip-offs from 
bureaux de change had rock- 
eted from just a few hundred 
in 1995 to 2,200 in 1397. 
“There is a disappointing 


failure on the part of both 
accountants and sohdtoos to 
meet their legal and moral 
obligations to report suspi- 
cions transactions to the 
authorities." said NCIS. 

“The sums concerned are 
now so large that the crimi- 
nals are increasingly relying 
on -professionals to con- 

ceal the proceeds of their 
crimes,” said the spokesman: 
Proceeds from the UK drugs 
trade are estimated at £i2bn 
(gra^bn). 


Experts at NOS - an inde- 
pendent government agency 
dedicated to gathering intel- 
ligence on organised crime - 
are worried that money 
bunderers may be moving 
an from hanks and building 
societies to other profession- 
als following a crackdown. ' 
They had been expecting 
figures on disclosures from 
the accountants and solici- 
tors to rise - not fall They ■ 
believe professional worries 
about breaking client confi- 


dentially: may Be behind the 
figures. In fact, the law now 
indemnifies lawyers and 
accountants from claims of 
breaking client confidential- 
ity in such cases. 

NCIS hopes the publica- 
tion of last year’s figures 
wtil lead to a more active 
approach to the money 
laundering issue by accoun- 
tants and lawyers. Felicity 
Banks, secretary of the 
working party on the issue 
at the accountants* Institute, 


said members rarely actually 
bandied client money - 
unlike, banks - and were 
therefore not a natural con- 
duit for money laundering. 

She added that the train- 
ing of chartered accountants 
also meant they were more 
likely to challenge clients 
robustly: "1 think if 1 was a 
money launderer I would go 
for a lawyer or an IFA (inde- 
pendent financial adviser - 
unless I knew a dozy accoun- 
tant." The Law society. 


which represents solicitors, 
said it backed any moves to 
increase awareness but 
claimed that -the figures 
were unreliable. “It could 
mean that law firms are pro- 
tiding a much more hostile 
environment for money 
launderers. 

“The big law firms, for 
example, have strategies to 
place to counter it But no 
one should be complacent. 
The focus on money launder- 
ing needs to continue." 


prt.U!|}<rc m . 

••r ...... -^allhU* 


Fees to advisers Bombers’ cross-border operation hampers pursuit 


on privatisation 
infuriate MPs 
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By Charles Batchelor 
Transport C o rres p onde n t 

The Labour government 
must avoid “the extrava- 
gance" of its Conservative 
predecessor to spending 
heavily cm consultants dur- 
ing the partial privatisation 
of London Underground, the 
transport committee of the 
House of Commons warned 
yesterday. 

“Hundreds of millions of 
pounds were spent on profes- 
sional fees in connection 
with railway privatisation," 
the committee said in its 
first review of the govern- 
ment’s combined transport 
and environment depart- 
ment. “This extravagance 
must not be repeated." 

In opposition. Labour was 
critical of the last govern- 
ment for spending large 
sums on consultants. The 
department said it was 
studying the MPs’ report 

The committee also deliv- 
ered a stern rebuke to the 
department for hailing prop- 
erly to assess the risks 
involved in building sleeper 
trains for the Channel tun- 
nel route between England 
and France and for condon- 
ing rising losses at London 
Transport's bus operations. 

“The department must 
publish full details of which 
professional firms it and 
London - Underground 
employ, the work each firm 
performs, the fees paid to 


each, and the reason why 
the work could not have 
been performed torbouse.” it 
said. 

The MPs described the far- 
mer Department ol Trans- 
port's handling of the order- 
ing of sleepers trains for 
Channel tunnel services as 
“a fiasco". Before privatisa- 
tion, British Rail, the opera- 
tor of the state-owned 
national network, had con- 
sidered they would be mar- 
ginally profitable. But the 
private consortium that took 
over the Eurostar service 
concluded they were not and 
cancelled the order. 

The government was 
forced to pay £10%Sm to the 
leasing company that owned 
the tr ains to honour a guar- 
antee. 

“The department could 
give us no evidence that the 
former Department of Tran- 
sport had properly assessed 
the business case for itself 
before underwriting the 
leases," the MPs said. “The I 
department must publish a 
full account of this fiasco 
and prove that its proce- 
dures are now robust 
enough to ensure that noth- 
ing like it is ever repeated." 

Despite the cost to the tax- 
payer of this guarantee, the 
MPs cafi far a wider use of 
government guarantees to 
help fond capital projects on 
the lines of the £&8bn guar- 
antee offered for the . Chan- 
nel tunnel rail imlr. 


Governments search 
for new measures in 
wake of Omagh 
bomb, writes John 
Murray Brown 

I n response to the public 
outcry at Saturday’s bomb 
in Omagh, the govern- 
ments of the UK and the 
Republic ’of Ireland have 
promised new measures to 
root out -the Real IRA, the 
republican splinter group 
blamed for the attack, which 
claimed 28 JiviesL— 

Mo Mowlam, chief North- 
ern Ireland minister in the 
UK government, and John 
ODonoghue, justice minister 
of the Republic of Ireland, 
were briefed by their respec- 
tive police chiefs in North- 
ern Ireland yesterday. Police 
raids in two Northern 
Ireland villages yesterday 
resulted in the arrest of five 
people, who can be held far 
seven days without being 
charged. 

The two governments are 
understood to be considering 
several options: internment 
of suspected terrorists with- 
out trial; so-called “eviden- 
tial short cuts" to make it 
easier for the police to bring 
prosecutions; changes in hot 
pursuit legislation to bring 
the UK and Republic of 
Ireland in line with EU coun- 
tries which allow it under 
the Schengen agreement at 
least across land benders. 

Any changes would have 
to be coordinated between 
Northern Ireland and the 
Republic of Ireland. In the 
early days, the problem 
faced by the Northern 
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Ireland police was a lack of 
co-operation by the authori- 
ties in the republic. Intelli- 
gence is now routinely 
exchanged, although the 
Irish courts have sometimes 
taken what the Northern 
Ireland police consider an 
“unhelpful” view of its extra- 
dition demands - often 
determining that the alleged 
crimes were political. 

The problem is compli- 
cated by the fact that the 
Real IRA organises in the 
Irish Republic and attacks in 
Northern Ireland, and the 
law is different in the two 
jurisdictions. The North's 
Emergency Provisions Act 
allows suspects to he 
charged for. “organising and 
directing” terrorist actions. 
The Republic has no such 
power. 

As for internment, police 


believe unless it is imple- 
mented simultaneously to 
both jurisdictions, it would 
not work. Politically, both 
governments have doubts 
about the effectiveness of 
such measures as often the 
wrung people are arrested. 

In any event, it wonld 
require new legislation as 
Tony Blair’s government in 
the UK, meeting a pre-elec- 
tion pledge, threw out the 
internment powers of the 
EPA earlier this year. Such 
powers remain an the stat- 
ute books in the Republic, 
where the 1939 Offences 
Against the State Act pro- 
vides for "executive intern- 
ment where a suspect can be 
held without trial on the 
word of the justice minister. 

But Tom Hadden, a law 
lecturer at Queen's Univer- 
sity in Belfast and an expert 


on criminal justice systems 
in both jurisdictions, 
believes a more likely route 
for the government of the 
republic is to make it easier 
for the police to bring prose- 
cutions under the proscribed 
organisations laws. 

Under a 1972 amendment 
to the act, a case can be 
brought to the non-jury Spe- 
cial Criminal Court on the 
word of an officer of at least 
deputy superintendent rank. 

In the early 1970s. a num- 
ber of Irish Republican 
Army suspects including 
Martin McGuinness. Sinn 
F§in's chief negotiator, were 
jailed for membership. At 
that time the IRA refused to 
recognise the authority of 
the court, leaving the judge 
little option but to accept the 
word of the police. When in 
the late 1970s the IRA 


started to challenge the 
police allegations, the court, 
in the absence of more con- 
crete evidence, tended to 
side with the suspect, and 
many IRA members got off. 

That would be a risk 
again, if suspects were to 
deny membership of Oglaigh 
na hKir eann , the Irish title 
of the Real IRA. That name, 
although not the Eoglish 
name Real IRA, appears on 
the Republic's list of pro- 
scribed organisations. 

In the short term, the Irish 
authorities could “lift" the 
ring leaders. The police 
could remand them in cus- 
tody, and refuse ball - thus 
taking them out of circula- 
tion for up to 6 months. But 
even in this instance, law- 
yers say a judge would have 
first to be satisfied there was 
sufficient evidence to take 
the case to triaL 

Despite Mr Blair's sugges- 
tion Sinn Fein should lead 
the police to the bombers, 
the prospect of republicans 
informing on each other 
looks unlikely - even if the 
use of the police’s confiden- 
tial telephone line for tip offs 
may increase. 

The most short term result 
of yesterday’s meeting of the 
two minis ters will he a deci- 
sion to increase checkpoints 
and intensify the surveil- 
lance effort against known 
members of the group. 

The longer term problem 
is that there is plenty of evi- 
dence that the Real IRA - 
despite its apparent lack of 
political support - can still 
rely on young hotheads, who 
have no criminal record, and 
no connection with any 
known terror group. 


Auditor 

fined 

$247,500 
over role 
at Astra 


By Jim KeSy, 

Acco u ntancy Correspondent 


BDO Stoy Hayward, the 
leading middle-tier accoun- 
tancy firm, will today be 
fined a total of £150,000 
($247,500) - plus £600,000 
costs - for its role as auditor 
at Astra Holdings, the foiled 
UK firework maker and 
defence company. 

Astra came to public 
prominence soon after Its 
collapse in 1 B 6 B in connec- 
tion with the supply of pro- 
pellants for the Iraqi super- 
gun and the secret arming of 
Saddam Hussein’s regime. 

Astra expanded dramatic- 
ally between 1986 and 1969 
making several acquisitions 
totalling £H5m. Almost 
£91m was raised from share- 
holders and bank borrow- 
ings rose to £53m to 1989. No 
money has been paid back to 
ordinary shareholders or 
unsecured creditors. 

Fines against the firm - 
and fines and reprimands 
against two named partners 
- relate entirely to failures 
in Stoy Hayward’s work as 
accountants including its 
work as auditor to Astra. 

The firm will point out its 
failures had nothing to do 
with the Iraqi supergun 
affair. It is likely to be 
insured against costs. 

The accountancy profes- 
sion's senior regulator - the 
Joint Disciplinary Scheme - 
will today publish its 50-page 
report on the affair outlining 
various failures including: 

• Failure to spot a fraud in 
1986 and giving an unqualif- 
ied audit report despite prof- 
its being overstated three- 
fold. 

• A further unqualified 
report in 1987 despite the 
feet that profits were over- 
stated by £795.000. 

• In 1988 pre-tax profits 
were reported at £6.035m and 
net assets at £i4.35m 
whereas the true figures 
were £5 .86m and £13 .05m. 

• In 1989 there was another 
unqualified report despite 
overstatement of profits by 
£l.52m. 
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TRAVEL TO LONDON TOURIST BOARD WORRIED BY LACK OF READINESS ONLY 500 DAYS AHEAD OF FESTIVITIES 


Hotels criticised over millennium 


By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 

Most London hotels are 
unprepared for the millen- 
nium celebrations despite a 
growing stream of inquiries 
from customers wishing to 
make bookings. 

The British Incoming Tour 
Operators’ Association says 
it has been urging hotels to 
issue price lists but most 
appeared to be waiting to see 
what competitors were plan- 
ning. 

Prom today there are 500 
days to go before the open- 
ing on December 31 1999 of 
the Millennium Dome, the 


£738m <si- 25 bn) project in 
London’s Docklands expec- 
ted to attract 12m visitors In 
its first full year. 

The Ritz hotel, which 
hoped to have its rates out 
by late October, said: “We’ve 
had inquiries since the late 
19S0s. and we've got several 
thousand names on a list 
whom we will be contact- 
ing.” 

The Savoy hotel said it 
had stopped taking bookings 
despite having yet to publish 
Its prices and events pro- 
gramme. “We have had 
enough inquiries to fill the 
hotel twice over,” it said. 

The London Tourist Board 
said it was beginning to 


become concerned about the 
situation. “People are 
already making plans for the 
millennium and outbound 
travel agents are putting 
together their packages for 
overseas. It would have been 
nice to make an announce- 
ment on the packages that 
are available here but 
clearly there are not enough 
up and r unning yet." 

Some or the Largest hotel 
groups, including Granada’s 
Porte chain, Hilton Interna- 
tional, Holiday Inn. Marriott 
and Thistle, said they had 
not decided room prices but 
hoped to publish than in the 
autumn or by Christmas. 

“People are calling to see 


what's available. We've got a 
working party looking at 
package rates and the casts 
of entertainment on the 
night because bands will 
charge higher prices,” said 
Forte. 

The association said it 
hoped hotels would not pass 
on staff costs of up to four 
times the usual pay rate to 
guests. 

“We have to ensure that 
hotels do not charge rates 
that are so high that we earn 
a reputation for being expen- 
sive throughout 2000 because 
of 48 hours,” said Richard 
Tobias, chief executive. 

Andrew Humphries, gen- 
eral manager of the London 


Four Seasons hotel, said it 
had raised room rates in fine 
with inflation. “We set our 
rates in June. We have a 
large number of regular cus- 
tomers wishing to stay with 
us that night and it would be 
inappropriate to penalise 
them for doing so.” he sakL 
[op cut] Thistle, London's 
largest hotels operator, said 
it might close some of its 
hotels because of staffing 
costs. Whitbread, which 
operates the franchise for 
Marriott hotels in the UK, 
did not expect to face 
recrurtment diffic ulties. “It'll 
be a great night to work and 
we are prepared to pay the 
going rate.” 


Asian economic turmoil puts brake on investment 


Most sectors have suffered as a result of 
the crisis in the east, write Richard Adams, 
Jenny Luesby and Juliette Jowit 


Asian c ur re nc re s cofiapsa against stertfeg 
Staring tnde-we&ited Mb against Mao anwcfcs (rataecQ 
Jan 96=100 ' . 


F ew people outside south 
Wales knew that a com- 
pany called Halla was 
p lanning to build a fork-lift 
manufacturing plant there - 
until two weeks ago, when 
the bankrupt South Korean 
company announced the end 
of those plans and the 300 
Jobs that were to go with it. 

“Worldwide manufacture 
and distribution is to be con- 
centrated at the Soi Plant in 
Korea as a direct result Df 
the current economic cli- 
mate and the ability to 
achieve much more competi- 
tive manufacturing costs in 
Asia,” was the company's 
blunt comment. 

Hie announcement briefly 
put Halla alongside more 
famili ar names - such as 
BOC, Royal Doulton and 
British Steel - all. of which 
blamed recent UK job cuts 
on Tailing demand from Asia. 

In the first half of this 
year, UK manufacturing 
exports to the east Asian 
countries worst affected by 
economic turmoil are £2bn 
<$3.3bn) less than the same 
period in 1997. While exports 
to China and Taiwan remain 
at their pre-crisis levels - for 
now at least - elsewhere the 
picture is bleak. 


Thailand. South Korea and 
Malaysia are taking only 
half the value of UK exports 
of the previoas year. Even 
exports to Japan have fallen 
in value by a fifth. 

Worse is to come. Sales to 
the Asia-Pacific region make 
up 11 per cent of UK exports, 
but briefing papers to the 
Bank of England's monetary 
policy committee warned 
that little or no growth was 
expected in the region this 
year. 

UK exporters everywhere 
have been hurt by the 
pound’s steep appreciation 
on international currency 
markets. But against the col- 
lapsing currencies of east 
Asia, the pain has been 
much worse. 

Even the service sector is 
not immune. This year. Pru- 
dential. the UK's biggest life 
assurer, has seen its single 
premium sales in Asia 
plunge from £4 9m to £9m, 
with regular premiums drop- 
ping from £23m to £16m in 
the first quarter. 

Then there are the indirect 
effects on the UK. The first 
is the impact on investment 
from Asia. To add to Halla, 
Samsung of South Korea 
shelved plans to create L600 



jobs at a £450m factory in 
north-east England as the 
slump at home farced it to 
rein in spending. 

Thankfully for the UK. 
Japanese and other Asian 
sources account for only 
about 8J> per cent of direct 
investment, with the major- 
ity US or Dutch-owned. "It is 
difficult to see the crisis in 
Asia having a major impact 
on UK inward direct invest- 
ment,” says HSBC bank. 

More worrying is the indi- 
rect impact on man nurtur- 
ing production. Domestic 
suppliers to UK exporters 
have seen their orders go 
down. Government figures 
show that a 1 per cent loss 
in aggregate exports trims 


0.4 of a percentage point off 
overall manufacturing out- 
put 

One of the worst-hit UK 
sectors is chemicals, which 
accounts for more than 10 
per cent of manufacturing 
output Some 60 per cent of 
UK chemical production is 
sold elsewhere, with more 
than 8 per cent exported 
directly to Asia. But the 
exposure through indirect 
sales - to UK exporters - is 
far higher. 

There is another effect 
most UK chemical producers 
have sizeable Asian 
operations, such as Imperial 
Chemical Industries, which 
has more than 10 per cent of 
its manufacturing located in 


Asia. These operations have 
also suffered. 

The only brake in the 
impact on UK jobs is the 
chemical industry's already 
low headcount, which has 
been falling at 3 per cent a 
year to 240,000 today. Bat, as 
companies reach anew for 
their cost-cutting manuals, 
more jobs will be at rids. 

The pattern is being 
repeated across dozens of 
h ulk chemical manufactur- 
ers. along with transport 
equipment, machinery, elec- 
trical and optical equipment 
manufacturers. 

There is one other, indi- 
rect, impact. That is the 
effect of lost exports outside 
Asia, as east-Asian produc- 
ers grab market share in the 
big markets of North Amer- 
ica and Europe. Recent high- 
profile redundancies blamed 
on this phenomenon include 
the loss of 1.100 jobs at the 
Siemens semiconductor 
plant in north-east England. 

The textiles industry has 
also shed 4,000 jobs this 
year, and more are expected. 
Cheap Imports, some from 
Asia, are blamed. Pottery 
industry analysts say op to 
10.000 jobs could go in then- 
industry - halving the work- 
force. Falling demand in 
Asia and a decline in tour- 
ists visiting from Asia have 
been cited as major prob- 
lems. 


Exporter 
confidence 
‘at lowest 
level since 
recession’ 



By Robert Chute, 
Economics EdHv 


Confidence a mo ng ex p o rters 
has fatten to its lowest level 
since the last recession 
while weakening growth 
threatens to increase .the 
number of UK companis 
with bad debts, s urveys sug- 


Only 30 per cent of UK 
exporters expect increased 
orders over the next three 
months, according to a quar- 
terly survey by Gallup for 
DHL, the courier company 

More than 80 pee cent of 
exporters warned that the 
strength of sterling would 
depress their sales over the 
coming quarter, with 
slightly fewer expecting the 
strong pound to be a prob- 
lem in n»<t year. 

Nearly one in four compa- 
nies predicted the economy 
would be in recession within 
a year. 

This gloomy picture is ech- 
oed in the latest quarterly 
financial trends survey by 
Euler 'Dade indemnity the 
credit Insurer. Business 
activity among its policy- 
holders shrank by a small 
amount in the ggnon d quar- 
ts-, reaching its lowest since 
the last recession. 

William Simpson, chief 
economist, said the survey 
suggested economic growth 
would slow of its own. accord 
as the econo m y ran out of 
skilled labour and wage 
costs rose. 

Blocked demand in Asia, 
thft strong pound and pres- 
sure to hold or reduce list 
prices are also squeezing 
profits. 

The high levels of can- 
celled coders were a particu- 
lar worry, the survey indi- 
cated. The number of firms 
reporting cancelled orders is 
at its highest since too? 

Mr Simpson predicted that 
consumer spending growth 
would weaken more slowly 
in this downturn than in the 
aftermath of previoas 
troughs in unemployment. 
This makes a fall-blown 
recession unlikely. 


NEWS DIGEST 


uwvBtsmEs 


$50m fund will promote 
academic lecturing skills 

Britain's top academics are to be otferednew-^ty|« . 
professorships which recognise their 
hall, under radical plans for an annual C3Qm(S50m) fw™ 
to boost the prestige erf teaching in univererties. Oxwna 
end CambridQeunhrersities are expactedtobe a 

large share of the extra cash as a reptacen^orthw 
finandat privileges which have long uncferpinrwcf 
collegiate system but which are being abolished by 

government from next year. m«ta.savw 

Hie move could create a new generation of meda-&aw> 
dons, skilled at popularising their subjects. 
posais, published today by the Higher 
Council lor England, the finest teachers wffl be pjwnotea 
to professorial chairs, even though this rank has been 
ditionaily reserved for academics who boast a dstin- 
gtished research record. . 

Brian Fender, chief executive of the funrflng counej. saio 

the new posts would "raise the status of learning ana 
teaching". An awarding body, set up to distribute tne 
“teaching quality enhancement fund" . wifl take account Ot 
the popularity of courses among employers and even stu- 
dents. Simon Targatt, London 


ACCOUNTANCY 


Merger proposals rejected 

Cipfa - the public sector accountancy institute.- yesterday 
rejected merger proposals from ACCA, the certified 
accountants’ body. However David Adams, Cipfa cruet 
executive, said he would talk about rationalisation if there 
was no pre-set agenda. Peter Layhe, president of Cirna - 
the management accountants’ body - has already invited 
the leaders of AGCA to talks on the future of the profes- 
sion. ' - 

ACCA had made what has been described as a hostile 
takeover for both bodies by writing direct to Cima and 
Cipfe members offering an outline merger. Cipfa said that 
fewer than 20 per cent of Its members supported the 
ACCA offer. A full ballot wiH be held next month on ration- 
aSsatioru Insiders befieve all three bodies may eventually 
hold talks. The three chartered accountants' bodies have 
not been approached. Jim Kelly, London 


BBC FINANCES 


Bull bids for levy contract 

At least four bidders have lined up to battle for the 
contract to collect the BBC finance fee, the state levy on 
users of television sets which funds the public -service 
broadcasting corporation. The licence fee generates 
income of.E2.1bn ($3.5bn) a year for the BBC. 

A subsidiary of the Post Office, which has been collect- 
ing the licence fee since 1922, has leaned with WPP 
Group, the marketing services company, and Bull informa- 
tion Systems, the French computer company, to bid for 
the contract; worth up to The consortium, caRed Envision, 
also has the support of Microsoft, the world's largest soft- 
ware company. Other bidders Include British Telecommu- 
nications' Syntegra systems integration unit; Andersen 
Consulting, the consultancy firm; and Electronic Data 
Systems. Cathy Newman, London 


CONTRACTS & TENDERS 



REPUBLIC OF KENYA 

PARASTATAL REFORM PROGRAMME COMMITTEE 
KENYA REINSURANCE CORPORATION 

INVITATION TO PARTICIPATE IN TNE PRIVATIZATION OF KENYA REINSURANCE CORPORATION 


Tl» Government of Kenya (the GoKJ as part of a wider privatisation 
process, Krtends to seB 49% of ns sharehofcfng In Kenya Reinsurance 
Corporation (Kenya Re). Barclays Merchant Finance Limited (BMFL) 
is the lead consultant In the privatization process of Kenya Re. 

Kenya Re was Incorporated in 197Q as the State Reinsurance 
Corporation and had its name changed to Kenya Re. under the 
provisions o! the 1877 Statute Law (Mtecefleneous Amendments) Act 
In October 1997, the Kenya Reinsurance Corporation Act, 1997 was 
enacted to latilitata the reconstruction at Kenya Re into a public 
Printed liability company by provtdng lor the transfer of the assets, 
liabilities and the business of Kenya Re to a public limited liability 
company named Kenya Reinsurance Corporation Unrated. 

Kenya Re's core business is reinsurance in Kenya and the East and 
Central Atrtca region tbr both non-life aid We classes of risks. 

Kenya He's gross wnften premium tor 1997 was In excess of Kshs. 
2.5 biUion (USS 41 .6 mrtfon)* and the net asset vakw as at December 
3tst 1997 was in excess of Kshs. 3.5 trifion (USS 58.3 miBfon). The 
Kenya Re pnvaUzatron represents an attractive investment opportunity 
mvraw of its profitable tradt record In reinsurance m the region and its 
embedded position in the market. Detailed Information on Kenya Re 
wU be obtained from the information Memorandum. 

The divestiture of Kenya Re involves the sale of 49% of the GolCs 
sharehoUng under the following atocafions. 

• The sale of 24% at the shares to the insurance Industry (both local 
and foreign). 

• A further sale of 25% of the shares to the pubhc, of which i% wfli 
be reserved for employees of Kenya Re, through e Paring an the 
Nairobi stock Exchange (NSE) 


INVITATION TO PARTICIPATE 


Interested potential strategic investors and tocaifreglonal insiaance 
and reinsurance companies are hereby Invited to contact BMFL to 
requost lor an Invitation to the strategic sale launch, to be held on 
August 31st 1998. where an Information Memorandum will be 


available at a purchase price of USS 1 ,000 or to request for an 
information Memorandum to be sent to them on the launch data, 
subject ta receipt erf the above fee. 


PROCESS TIMETABLE 


• Strategic sate launch and efisthbution of Information Memorandum - 
August 31st 1998 

• Completion of due cUgenca and presentation of Initial bids. The 
p resentation and opening of bids wffl be held between 3 pm and 5 
P-itl In a ceremony that is open to the ptfolic - S eptembe r 21st, 
1998 

• Announcement of short-llst of potential strategic Investors - 
September 28th, 1998 

• Presentation oftormal bids -October 7th, 1998 

• Announcement of successful bids - October 16th, .1998 

• Offer period for Industry and the general pitofc to purchase Kenya 
Re shares - October 29th to December 11th, 1998 

AB communication and requests for clarifications should be addressed 
lor- 

Barctays Merchant Franca Limited 

Attention: Mr. Klbuga KariKM, Corporate Finance Director 

Barclays Plaza, Lofta Street, Mezzanine 4 

P.O. Box 48681 Nairobi, Kenya 

Tel: (254 2J 713800/212038, Fax: (254 2} 245 1fi7 

OR 

Kenya Reinsurance Corporation Ltd. 

Atlantan: Mr. J.J. Gtthaka, Public Relations Manager 
P.0. 80x30271, Nairobi, Kenya 
TW: <254 2) 240 188/ 214908 Fax:(2542)339161 
E-mail: Kenyare@africaonlineicoJca. 

USS t-Kstts.60 

The GoK reserves t ha dght to extern/ the demttnes set out in the 
above process TOnstebfe. - - 


BUSINESS OPPORTUNITIES 

READBS ARE RECOMNBOED TO SEEK APPROPRIATE niOHSsioNAL ADVICE BEFORE EKTBUNGNTO COMMITMENTS 



Singer & Friedlarider 
Factors Limited 


Tolaed wortmg capon! {xiUks 
lawaa&asr flrrpnw e r pnm dt rd 
ledtpeedfitpom UK Ctrana% banks 
Casa campambit with overdn# rata 

Singer & Friedlander Factors 
Where Tradition Comes of Age 

Singer A ftiedbnder Floors Limited 
Ensign House, Admirals Way. l.onrim BM 9YX 
TUqtae .0171 519991 1 Faoloic: 0171 515 MM ■ 


Invest In sta rt-ups with high potential growth 


VCR Investors put early rounds of capital into Coffee 
Republic and Bruce's Brewery (of Firkin pubs fame). 
Our monthly report features screened investment 
opportunities in all Industries. Call VCR on 01865 
784411 or visit www.vcti978.com to find out more. 


SHALL PRIVATELY OWNED 
STOCKBROKING COMPANY 
within 50 mOeo o! London 
covering priv ate c lient and 
Institutional stodrbroMng, poTOoRo 
management traded options and 
company flolftflo m (fufly Sued and 
AIM) Is seeking a European or 
North American Btockbrokiog 
partner whMng to get eatab fah ed 
In the London market 
Wrt» to Box 88027. RnartcteTTmaa, 
One Soufhawfc Bridge. London SE1 DHL 


Chmwel Ismme & Womwmc 
OFFSHORE COMBUff HMMXXM5 

StADUBisnKnot*. 
FloiSaftcts V 

For &ev Iufa mwira contact 
CROY TRUST LIMITED 
2" Flee* 34 David Place. 
ScHeMec Junj IE24TE 
Tct (015341673774 Jtec ©GBOWOl 


UJL BOTH ft iSSORE COMMUTT 

Majority shareholding available in 
3/4 sfer Note & leisure Company. 

Experienced non shareholding 
management with Rne track want 
Forecast profits in excess of 
Gmandgmwtna. 
Management wish to expand. 

m. ■ 

■ »ML 


PaoteOKtrrFenurbawMaidky 
tbr hiajaai cf Qsrwml Aeatmaou 
■a Baft** and (fete a carry on 


OmeoLMm 

£nn^rir crises wr ' pradmtl 
partner or NBt 
•■te'tetea to BrxtsSafx 

I . ■ 

kpke Sack scat role and retain 



_ . ... ’ oaage 

rbutroatnocdlj. with 

, Waw* BrMer. 








CONTRACTS & TENDERS 


BUSINESS 

SERVICES 


BUSINESSES WANTED 


Northern Europe 
Marketing/Sales 

| Wont your productAcrvicc sold? 
Scandinavia and beyond. 

On successful sales 
commission only. 

No success, no cost. 

Call us on 97000 48 48 28 
Fax 07000 48 48 30 
Sean Sales have 20 fears' 
experience 


AMERICAN BUSINESS VISAS - US 
specialist tor entrepreneurs and 
executees. Wax 44* Hj)iaae 5788W 


WANTED 


PRECISION ENGMSEreNG COMPANY 

* HIGHLY SKILLEO WORKFORCE 
« CNCMACHNNG 

* FrrnNGfASSEMGLY FACILITY 

* CURRerr TURNOVER W EXCESS OF £V,MtLLION 

* PR& ERRED LOCATION - NORTH OF ENGLAND 

V your company Ns and could rapdy atub a father £1 mSion turnover tor ow 
lop qualty Mcfte markvfc, please mpond in oonfldenee to: 


BUSINESSES FOR SALE 


BUSINESS 
FOR SALE 


TENDER NO: 77/31113/4034 


£<MP 


Mobarakeh Steel Company intends to purchase 6000 M/ton Metallurgical Coke with the 
following specification: 

CHEMICAL SPEC.: MECHANICAL: 

C : 85-88% Resistance: ’ M40 > 70% MIO < 10% 

S < 0.7% Size: 

ASH , • : 9^-12^% MAX ' 25-50mm 4000MT 

MOISTURE : 4*5% 25-80mm 2000MT 

P U5% '• • • •' ' ; 

LOT . r 15-0.7% '• 

Interested bidders may obtain a set of bidding documents by the submission of a written 
application and payment of non-refundable fee of USD500, in favour of Mobarakeh Steel 
Company, through Bank Markazi Iran account no. 138. All bids must be delivered to below 
office on or before 16.9.98: 

MOBARAKEH STEEL COMPANY 
15 KMS SOUTH WEST OF MOBARAKEH 
PO BOX 167 ESFAHAN IRAN 

HAW MATERIAL AND ENEKGT PURCHASING DEPARTMENT . . 

FAX- 0098 31 3^7612 & 324324 TEL: 0098 03355 3421 

MOBARAKEH STEEL COMPANY 



d 



For Sale 

Well-established green 
coffee processor- expo rt er 
in Honduras. For additional 
infbnnatuxD please send 
inquiries to Mr. Tabora in 
Honduras an 
Fax:(504)236-8012.. 


APPOINTMENTS 


BUSINESSES FOR SALE 


■v.bii»lBMiwtomi*.co.ult 


Camtax. Markets Lawyers . 

Tht» tau Hn a tammol I m i rdniml o wnpmy w i rt i rt id «ypc»nt one at man opttal 
acted bwjo« wfane rate wiO be a jMh Is ibe eta of ~ u 

tadAtok Jtec mb*. det« ceptai Mint flntedev toj£ yWd eeqsitaa tanadoneL 
Bqeky cN>ttai mertns, $Sok*l tPO lanmrttnid) «ad nperienceia Eorepeea 

i l gBr » and eep nla l n ii Stkiy nefoeebie. US. lepi qalAatnr ndfr tfcffiQr a • 
Empaa Imgajge a adridoova EagUr dabakrie ba net eoeaUL nrpfli niti i lili 
owe Van.no yeen' elnaL pui qudffcdM'eqaaa pked vbb ■ labv b* 
(teei or tendri unices cawnay nl RxdiSaVaD bene or me eT *e ifcnaMiitiMietf 
m utmU wrbe, askas* CM antata »**e n. 

Box A62M, Fwsncial Times, On Stalhwarfc Bridge, ' 
London SEl 9RL 


HERTFORDSHIRE BASED 
HIGHLY PROFITABLE COMPANY FOR SALE 
TURNOVER IN EXCESS OF£3M 

The di rcct or e of « kx«-emfcli*ed dfarfeutor of fefiieshc upe* hac 
pectegfos mnerto offer for wle the cafe Am optal of dwir 
Write tne Box B4Q3S, Fnaodal Times 
_ -. -• .One SixdJrwert; Bridge, Loodoo. SSL 9HL 


Ltad engineering pic has non-core subsidiary for sale 
• Continental Europe 

; • Imiwrial fihration equipment and disposable* 

.* Sales £5m NAV £l J m 

Vrtta a B« La*, ski era. 
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BUSINESS & THE LAW 



CIVIL LITIGATION JUNK SCIENCE 


uimi. LiiiaHiiun junrv ouicnuc 

Lawyers need a scientific 
edge to protect clients 

T\«/A Snnn V'lAim Waam a MndVHnftal 


Two organisations have been formed to combat junk science - a 
mish-mash of speculative theories and poor statistics - a growing 
menace to the civil justice system, says Nick Giilies 



Weak structure electro-magnetic syndrome claims wero with dr awn because of lack of evidence 


! It is usual in civil 
'litigation for the losing 
I side to say they have set- 
tled because they could not 
afford to fight on, even though 
they would have won. Such 
claims are usually greeted with a 

healthy scepticism by the public, 
but Dow Coming's $3.2bn (£2bn) 
settlement of the breast implant 
litigation really was done on that 
basis. 

The case was an alarming vic- 
tory for so-called 'junk science” 
- a mish-mash of speculative the- 
ories and poor statistics - and for 
US plaintiff tort litigators. 

Lawyers are used to having to 
combat junk science on a case-by- 
case basis, but now two organisa- 
tions of scientists have been 
formed to combat what is seen as 
a growing menace to the civil 
justice system. 

At first sight it seems impossi- 
ble that anyone would pay bil- 
lions of dollars to get shot of a 
case. But bear in mind that there 
were 170.000 plaintiffs, the maxi- 
mum award for an individual will 
be $150,000 and many will receive 
only a token $750. 

The only ones who really made 
any money out of the case were 
the plaintiffs' lawyers, whose 25 
per cent contingency fee comes 
to $8CJ0m. 

This settlement was driven by 
commercial logic oa both sides. 
The insurers of Dow Coming had 
to accept that the way the US 
court system is structured, with 
juries deciding issues of Liability 
and levels of damages, meant 
there would have been yet more 
$25m verdicts for individual 
plaintiffs and that the bill for 
defending each of the 170.000 
cases individually would have 
come to more than the $&£bn set- 
tleinent. 

It was the converse side of the 
settlement that was so worrying. 
With each successive report on 
breast implants the weight of evi- 
dence (never strong) was collaps- 
ing. Less than two weeks after 
the settlement, for example, the 
UK's Medical Devices Agency 
reported there was no pattern of 
harm in these cases. 


Junk science has been able to 
flourish because there is great 
public faith in it. The public 
believe that its proponents in 
general are incorruptible. Public 
pronouncements by scientists 
can create a lot or press coverage, 
often leading to anxiety and 
uncertainty, which results in 
people consulting their 
lawyers. 

Another reason is that science 
is not immutable. Areas of know- 
ledge are expanding all the time. 
Martyn Day, a leading UK plain- 
tiffs' lawyer, admits this. He says 
be bad to withdraw the recent 
electro-magnetic syndrome (EMS) 


iticians to take public 

policy decisions unsupported by 
evidence. 

Although the impact of junk 
science on medical negligence 

law has been the most signifi- 
cant. other areas, such as envi- 
ronmental law. have also been 
badly affected. In England. Brit- 
ish Nuclear Fuels spent years 
and millions of pounds fighting 
allegations that the Sellafield 
nuclear reactor in Cumbria 
caused leukaemia. The electro- 
magnetic syndrome cases also 
Tall into this category. 

John Meltzer. a product liabil- 
ity litigator at the UK lntema- 


f Junk science is the views of an expert 
with whom you don’t agree. Your case 
goes up and down 
with the science' 


claims - that overhead power 
cables caused illness - because 
the scientific evidence was not 
strong enough to support them. 
But he hopes to re-issue proceed- 
ings after a big study 
is completed later this year. 

There is also a problem of hon- 
esty among expert witnesses. 
Experts have long been known as 
being either “plaintiff experts" or 
“defence experts". The courts 
recently reproved an expert who 
said he saw nothing wrong in 
pulling the wool over the other 
side's eyes. 

But in the breast implant cases 
in the US at least one plaintiff 
expert witness bas made more 
than ?im from testifying - far 
more than he could have expec- 
ted to earn from practising medi- 
cine, says Joseph Price, of the 
Minneapolis law firm, Faegre & 
Benson. 

Combating junk science is 
important, because, as Chris 
Hodges, a partner of UK law firm 
Cameron McKenna, points out. 
“the tentacles of Junk science 
spread far wider than the court- 
room". Public fears can force pol- 


tional law firm Lovell White Cur- 
rant. says that litigation based on 
junk science is going to have lim- 
ited success in this country, 
because judges are more dispas- 
sionate than juries. 

Nonetheless, he has been fol- 
lowing the growth of junk sci- 
ence closely. He was the first of 
several lawyers to recommend 
Science on Trial by Marcia 
Angell, as the best Introduction 
to this area. The book includes a 
look at the problems of present- 
ing scientific evidence to non- 
scientists. 

In the UK, leading environmen- 
tal lawyer Paul Bowden, of 
Freshfields. the international 
firm, attacked the EMS claim Tor 
causing “heightened public anxi- 
ety. destroying the value of 
houses for two or three years, 
and then the case is withdrawn 
for lack of evidence." 

Mr Bowden and Mr Hodges are 
critical of the English Legal Aid 
Board for not commissioning 
independent research before 
granting aid for the EMS cases. 
Mr Hodges thinks junk science 
may not survive the coming of 


conditional fees to replace legal 
aid. 

Two things need to be said 
about this. The first is that the 
Legal Aid Board grants a limited 
certificate in these cases to fund 
independent expert opinions on 
the merits of the cases, it was 
after limited legal aid was 
Obtained that the EMS litigation 
was withdrawn. The second point 
is that plaintiff lawyers are 
already getting cases into the US 
wherever possible. 

Mr Day. who led the EMS 

cases, says: “Junk science is the 
views of an expert with whom 
you don't agree. These cases are 
on the scientific edge, and your 
case goes up and down with the 
science. 

“There is no way a judge in 
this country could be persuaded 
by junk science, but at no point 
in Sellafield or EMS did the 
defence apply to strike us 
out." 

He says Gulf War Syndrome is 
a good example of a case where 
tbe science is developing, and the 
establishment view being chal- 
lenged by new research. 

Although, according to Mr Day. 
there are no more than 10 class 
(group) actions going on at any 
one time, scientists are so con- 
cerned about the spread of junk 
science that two groups have 
been formed to combat it. 

In the US. The Advancement of 
Sound Science Coalition is made 
up of scientists and former public 
policy advisers. It runs a website 
at u'u.'u'junksricnce. com. attempt- 
ing to balance science and tech 
□ology horror stories. 

The second group, the Euro- 
pean Science and Environment 
Forum, has just published a 
book, HTiat Risk?: Science, Poli- 
tics and Public Health, edited by 
Roger Bate. It analyses risk fac- 
tors and the science and pseudo- 
science that has gone into several 
high-profile health concerns, 
such as passive smoking, dioxins 
and pesticides. 

As litigation gets more sophis- 
ticated all the time, aud the 
actual writ may be only a minor 
part of a much wider campaign 
.against a company, it is clear 
that lawyers need to understand 
the wider issues of junk science if 
they are going to protect their 
clients properly. 


BUSINESSES FOR SALE 


CHRISTI K &. C2 


Surveyors. Valuers & agents 


By Direction of 
A H Beoongbam, Jqwt Ftem 
Charge Receives, Falkland 
Lodge Resoknital Home 
Registered fok 24 

• 18 single*, 3 iwiiu. 

• T/O £4.500 pa week from 23. 

• Msa&ganew im CbairtifL 

Offers invited freehold 

Excut Office Ref }yFT7WS/MA 

01392259371 


BEKKSHIRt 


Restoexual Care Home 
Currently Registered for 20 

• Detached extended properly. 

• Kun undo management. possible 
tM-ncrVmanagicr'* acronunodoftoa. 

« H passenger Kone lift sod sUur lift. 

• Average week!)' fee £245. Very well 
established. 

£595^00 FREEHOLD 
.Miiiun Keynes Office 
R*f74ffT$046/MB 

01908 206600 

Nursing Home (EMI) 
Registered for 22 

• 9 single*. 3 doubles. I triple. 

■ High occupancy level*. 

• Gncki tpcauoo 
£4504)00 LEASEHOLD 
fhmurijctaifi Office 
RefSR/FrZJIOMA 

0121 456 1222 


Staffordshire 


Development Opportunity, 
near Wolverhampton 

• purpose built 

» AU ground floor acewmnadaiion 
with potential to estend- 

• 23 single bedrooms (IS en suiic). 
3 double bedrooms, 

• promroem me and extensive 
grounds. 

- Vacant Possession. 

ESOOvOOO freehold 

Rifmmghum Office 
K,f WFTrZfCfAtA 

0121 456 1222 


Scarborough 


Hotel 

- ExccDeu trading position. 

• Large elegant bold with excellent 
conference and banqueting 
fKtbnei. 63 bedrooms. 

• Net trafing profit year end 31.12.96 
£137.471. 

£795^00 FREEHOLD 

Leeds Office Ref 54/FT3393 

0113245 9667 


Staffordshire 


Chdjdrens* Day Nursery 
Registered for 78 

• High occupancy, T/O and profit 
levels. 

• Excellent location in highly 
populated are*. 

- Management ran. 

£65MW0 TOEHOLD 

Birmingham Office 
Rtf 58/FT72342/MA 

0121 456 1222 


Norfolk 


Restowtial Care Home 
Registered for 36 

• Majority of rooms single with 
en suite. 

. Well established business with 
above average occupancy. 

• T/O year ead 30.4.98 £386.792. 
rccoasmmcd net profit £1614X10. 

EJSOftM freehold 

Ipswich Office Ref 14/FI 74671/MB 

01473 256588 


Hampshire 


residential Case Home 
Registered for 20 

• Substantia] detached property with 
purpose built extension. 

• 12 tingle and 4 double bedrooms, 
some with en suite faculties. 

■ Owoer't/saff aceocnnodstion- 

• T/O y«ar end 30-9.97 £221.404 with 
high profits. 

• punning permission for farther 1 9 
bedrooms. 


Wtnehcrur Office 
Ref 3BZFT74956/MA 

01962844455 


Ultraseal 

International 

Limited 

CoIeshiH, West Midlands 

Ultraseal International Limited design and manufacture 
impregnation equipment and sealants primerBy tor the 
automotive seel or. 

■ Annual turnover circa C5.3m 

■ Globa/ supplier to the automotive industry 

■ Recognised as si innovator m this field 

■ Strong order took 

■ -Skilled workforce 

For further detafls contact the Janr Admnslralive Receivers 
Roy Weisby or Andrew Mercies at Grant Thornton. 

Enterprise House, 1 15 Edmund Street. 
Birrrwtgham B3 2HJ. Tel: 01 2i 212 4000. 
Fax: OlCl 233 9357. 

Web Sue: hrtpi/Vwww. graTt-thomton.co.uk 

Grant Thornton ® 

Tnc m m ~<' T C/r? ' L— n C Otar: 7r<r r i*- j-rjft- u:orj>i 
LJ'G rtrx: ?! IT ■-'% y Vxe»r a .vcs 

n E no j 



at: London • Birmingham • Bristol • Edinburgh 
pd ■ Glasgow - Ipswich • Leeds - Manchester 
(CYNE5 • Newcastle • Nottingham ■ Winchester 


FOR SALE 


i ; j!IUEVATE':L3M]!T£D COMPANY 

^ULCERS And forwarders 

V. Combined tuna over circa £6m ~ •. . 

■- v Profit £250,000 / • - ••. ^ ■ - 

V' Spcff Trader 

* Substantial dock side leasehold site- 1.75 acres . 


Ptit further informatiOT ptease write 
3T3F Coijigrate Finance- . 
63-XiiKobi’s fan Fields, 

London WOA3IX * 



Manufacturing Business of Tubular Steel 


and Plastic Moulded Products 


7fte Joint Administrative Receivers, RA Foi wdrffl and J.B. 
Atfaison.areoffBring for sale the long established business 
and assets of Lew-Ways Limited. This manufacturer currently 
has 204 employees and has been trading since 1955. 

The business and assets avstiabie for purchase comprise: 

■ Approximate annual turnover of £10 mUfion includes 

blue chip customers 

■ Well known brands 


■ Product divisions: garden toys and accessories; 


bicycles and wheeled toys; boat trailers; plastic 
moulded products 


■ Freehold factory unit (220,000 sq.ft.) in Cannock, 
Staffordshire 

■ Finished goods and component stock of approx. £3m 

For further Information please contact Joe Atkinson or 

Delortte& 

Roger Powdrill at Deioitte & Touche. Colmore Gate. 2 
Colmore Row, Birmingham B3 2BN. 

Touche 

Telephone: 0121 200 2211 Fax: 0121 695 5555 

& 

Autharisad by the Institute erf Chartered Accountant* m England end Wales to 
cany on Inwsiroeni Btsunes& 


COttfWW FOR SALE 


ACCESSORIES FOR LIGHT 
COMMERCIAL VEHICLES 


Casino wtti wttbfched cfeemsie. 
lor sale as a gang concern. 
Oileis In excess erf C3ra wHI 
be considered 
Principals only need apply. 
Box B603T, Financial Times. 
One Southwark Bridge, 
London SE1 DHL 


TGF 


SYDNEY AUSTRALIA THE OLYMPIC CITY YEAR 2000 

FOR SALE 

Pnvateiy Owned and Operated 

45 Room Boutique Hotel in Prestigious Rose Bay Waterfrom Position 
Rug Luminous Presidential Suite Over Looking Rose Bay 
> Licensed RestaurarH and Bar - 
Indoor & Outdoor Sealing tor up to 120 persons 
> Function Room for up to 120 persons 
>- Oft Street Parking 
»- Two Swimming Pools 

Unique Opportunity ta acquire Waterfront Real Estate 
of Three Blocks on Tm Titles Including 
Fully Operational Hotel and 
Pour Bedroom Adjoining Luxury Residence. 

All Confidential Enquiries to David Newgrosh Real Estate 
Australia: (81) 418 246374 24 Hours 7 Days 


For Sale 


IcI l»u 59K 42 <>4299 
Kstx <H> 59S 42 0421)11 


I FOR SALE 

jimnaiM Supper Co. 
CrianilcaypspwffeaatlcwWortiwwne*: 

.EsWUtehadHome 
Counted Company 
Owner wishing lo retire 
- Strong Grass Profts - 35% 

. vhtetoBoxteBaas, 
FtancWThma. 

'• OneSoutfwetk Bridget 
London SE1 UHL 


DRINKS DISPENSE EQUIPMENT 
MANUFACTURER and retailer 
Ewabfched In the Norih Of England lor 
opoioumaloty 20 yeats. Current 
owners wishing lo sell due 10 
leiiiamenl Average gross turnover 
Ci JSm over the Iasi five years. Average 
GP^i E250.00C Replies In wming to 
Do B6024, Financial Times, One 
Souttiwam Bndfle. London SEl 9HL 


For Sale - Aluminium Fabricator 


Prsjesief Smovsr yesrtc Dec 93 over E3.0 million with rtfested prslits in 
excess a! ll.CmiHton. 


Westwood Tools Limited 

in idrabamdk^l 

Smith & Williamson 

hr Adna. re. mm ** * " ***' 

• MwiWOUKA of U re* “““ ““** 

. T«rt»»«.'r*p(W)UnBtt1>£13MlML 

- S Lilted ** ' Vae dur ^ 

• jnurf-U pl““ r* - fw*anlo«ter tw* 

■ Liueb'W prsnuoe* “ 

. u ph. ui&K^ ul Seah ft Wfiooni, 




STORAGE/MATERIALS HANDLING 
GROUP 

• ‘/.idlcncc- Scss^ - NcTionai Coveraqe ■ 


THEMED PM ORGANISER 

Leacfing organiser of coiporaia pa mas. 
Currsni turnover (TOOK, GP 
FasHjrawng husness in dynamic saooc 

Please write ». 

BOi, Hyde Paifc House, S Manimd fid 
London SWlS ZRS or Fac 01B1 B74 3100 


mVKcybajid/hsr 


GregopT/Peter Bui! 
3oroieFinGnce. • • 

, Birminahcm £3 1 GT 


WELL ESTABLISHED 
HOLIDAY COTTAGES 

with aH wealfter ladlldes 
Good rental prospaclsftiotdays. 
Choose 4 wks each year for 12 yis. 
Intrigued? 

Bing John Gange 
Stancambe Manor 
South Devon 

01 54S 531922 


BUSINESS 

SAU REPORT 

The No. 1 fisUf of medium a targe 
f companies lor sate in the UK (T/o £lm+L 1 
Now covering Europe. It is FREE to hst 
l ymn company lor sale. August Report j 
out now. ftrsutecdptlofl dstarts:^ 
0181-875 0200. 


BUSINESSES 
FOR SALE 


Appear in the Financial Times 
every Tuesday. Friday 
and Saturday. 

For further Information, 
or to advsrtfaui In this section, 

ptetwo contact 
Metafile Miles 
*44 0171 873 3349 


CONTRACTS & TENDERS 


Invitation to bid 


1- Sealed bids are invited from suitable suppliers by TCDD I Genera I 
Durcionm of Turkish Stale Railways) for die supply of pos panama* 
pamry crane for Mcrain Pori. 

2f Detailed utformiLon and the bidding doeuntenls can be obtained on 
application personally from “TCCD Special Commission of Ports. 
Supply Dcpanmeni Gor/ANKAR-A. Telefax: 90 312 311 53 OS Tele*: 
443d? 1 TR“: the bidding specification relating to ibis work can be 
obtained from “Central Cashier's Office at TCCD General Directorate 
GorMNkARA" starting from IT August 1998 against payment of 500 
USS or it cquhdlcni Turkish Lira. 

.V Financing of the Fosi Patutrm Ganir> Crane has been requeued from 
the European Investment Rank. 

4- The bid* will he evHluaied according to die bidding document* and 
condiiions. and the selection criteria will be according to the price 
offered fSO G- weigh ling) and also ihe technical aspects deiailcd in ihc 
lender documents. 

?- Bidders shall give a hid bond in a amount of at lean .Y« of the offer 
value. 

6- Bidders should give ihcir quuaiioru lo Special Commission of Ports, 
Supply Department on 12 October 1998 until 14.00 h. together with 
tfietr bfcl bonds 

7- Scaled bids dull he opened in the presence of the bidden ptblkalh 
bj the special Cummivsion orPons on 1- October iYrfS at U.uu. 

8- TCDD te arise* ihe righi us ip whether to award any comraef. 


TURKISH STATE RAILWAYS fTCDD) 
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MANAGEMENT 


MANAGEMENT OOING BUSINESS IN INDIA 


Where a pair of trainers 
costs as much as a cow 


When Reebok introduced its brand-name sports shoes to the 
sub-continent, it created a market from scratch. Mark Nicholson reports 


ns Farm animals and fridges 
are not usually viewed as 
■IfaJla competitive threat to 
Reebok. which is more accus- 
tomed to locking horns with the 
likes of Nike and Adidas. 

But things are different in 
India, where Reebok was the first 
global sports shoe group to set up 
shop three years ago. and where 
a mid-range pair of its shoes 
costs the equivalent of a junior 
civil servant’s monthly salary - 
or a farmer's means of produc- 
tion. 

Muktesh Pant. ■ Reebok’s 
regional manager, recalls over- 
hearing a farmer incredulously 
questioning the price of a pair of 
running shoes in one of Reebok's 
first Indian stores - they cost 
Rs2,500 (S58). “Let's go," he heard 
the farmer’s wife say, “for that 
much we can buy a cow." 

Pricing policy was among Ree- 
bok's first challenges on arriving 
in India, then in the early throes 
of economic liberalisation. Others 
included the lack of a world-class 
manufacturing base, the absence 
of an organised retail sector, 
scant awareness of global brands 
and little sporting culture beyond 
armchair cricket mania. 

As with many other arriving 
multinationals, Reebok had not 
only to establish the means to 


make, supply and market its 
brand-name products, but to a 
great extent it had to create its 
market from scratch. 

In October 1995, when Reebok 
entered the country in a joint 
venture with Phoenix, a local 
footwear group, there was no 
such thing as a luxury sports 
footwear segment, and certainly 
no sports shoes selling for more 
than Rs 1,000- There was, there- 
fore, little guide as to how big 
Reebok's market might prove. 

The first lesson was that the 
much-trumpeted but 

seldom authenticated Indian 
“middle class" of up to 300m 
consumers was largely a myth. 

“You’ll hear all sorts of num- 
bers for the Indian middle class, 
ranging from 30m to 300m, and 
all the numbers are in a way 
correct," says Mr Pant He cut his 
marketing teeth with Hindustan 
Lever, the consumer goods 
multinational, widely admired in 
India for its marketing 
savvy. 

“If it's shampoos or toothpaste 
you're selling, then yes, the mar- 
ket is probably 300m. If you're 
selling premium fashion goods, 
though, it’s nearer 30m." 

Pricing policy could therefore 
define the size of the market. At 
the outset. Reebok offered 60 


models from its global catalogue, 
selling from upwards of Rs2£00. 
But Mr Pant says the company 
“agonised" for two years over 
whether to launch an Indian- 
specific range at below Rsl.000, 
which he suggests is the market 
threshold between a mass and 
luxury shoe. 

In the end the company 
decided It could not -sustain 


‘We were 

embarrassed about 
our pricing at first 
but it has ended up 
serving us weir 


brand quality at that price, even 
with cheaper Indian manufactur- 
ing costs (Reebok subcontracts 
manufacturing to four local sup- 
pliers, including Phoenix). And, 
to the company's mild surprise, it 
has discovered that its premium 
pricing policy has become a mar- 
keting tooL “We were embar- 
rassed about our pricing at first.” 
Mr Pant concedes. “But it has 
ended up serving us welL" 
Keeping even its cheapest 



Western cachet: Rafesh Mraftra tries on a pair of Reebok shoes ki DeML Domestic sales are doublng every year 


PEOPLE ON THE MOVE 


Reshuffle at 
ABB promotes 
Nordic 
executives 


Eberfiard von Koerber, 60, and 
Howard Pierce, 57, an 
American, are stepping down 
from the executive board. The 
changes take effect on 
September 1. 

William Hall, Zurich 


The Swedes are in the 
ascendancy at ABB, the 
international engineering 
conglomerate. Last week's 
reshuffle by Gfiran Lindahl, 

ABB's Swedish -bom chief 
executive, has meant that two of 
the three new members of the 
ABB executive board - JSrgen 
Centerman, 46, and Jan 
Roxendal, 45, - are Swedish. 
Meanwhile, the promotion of 
Norway's Kjefl Aimskog, 57, 
increases the Nordic flavour of 
ABB's top management team. 

Cerrterman, currently business 
manager for automation and 
drives, takes board responsibility 
for automation, one of three 
divisions created from the break 
up of industrial and building 
systems. ABB's biggest 
business. Centerman 's new 
division won $6.4bn in orders in 
1997 and has a staff of 34,000. 
Roxendal, head of 'financial 
services, joins the board with the 
same responsibilities. 

Aimskog, head of oil. gas and 
petrochemicals, heads a new oil, 
gas and petrochemicals division 
with orders of $3bn and 8,000 
staff. 

Meanwhile, Switzerland's 
Armin Meyer, 49, head of power 
generation, becomes head of 
products and contracting, which 
employs 57,000, and is the third 
division carved out of industrial 
and building systems. 

Meyer’s role at power 
generation, the least profitable of 
ABB's businesses, is taken by 
another Swiss, Alex Fries, 43, 
head of ABB's Asia region and 
part of foe regional management 
structure being scrapped by 
ABB. 

Sweden's Sune Karisson, 52. 
retains his post as head of power 
transmission and distribution. But 
ABB's decision to spirt it into two 
businesses suggests that it will 
eventually appoint a separate 
manager for one of the divisions. 

Renato Fassbmd, 43, the chief 
financial officer, Is the third 
member of the Swiss contingent 
on foe ABB executive board 
which now includes four Swedes 
and one Norwegian. Germany's 


Auth to lead 
Postabank 


Henrik Auth, 47, deputy 
managing director of ABN Amro 
Bank in Hungary is the man 
chosen for the unenviable task of 
heading up Hungary's 
Postabank, one of foe country's 
largest retail and commercial 
banks. 

In its 10 short years Postabank 
has involved Itself In a tangle of 
investments that range from a 
brokerage through property and 
media to a wine-trading concern. 
Last year the bank lost R13bn 
($65m). 

Auth learned some of his trade 
in foe finance and industry 
ministries under the communist 
regime. White doing his military 
service in 1970, he met 
Zsigmond Jdrai, Hungary’s new 
finance minister. The two have 
seen considerable service 
together since, both at James 
Capei Samuel Montagu in 
Budapest and Magyar Hltef 
Bank. The pair were responsible 
for preparing the fatter for 
privatisation and sate to ABN 
Amro in late 1996. 

Said to be an admirer of 
Anglo-American style financial 
markets, Auth says his first task 
at Postabank is to dean up the 
portfolio, selling off non-core 
activities. 

Kester&kfy, Budapest 


Gold Helds 


sells GFMS 


Gold Fields Mineral Services, 
which for 31 years has produced 
the gold industry’s statistical 
bible, has become an 
independent organisation. Three 
of the management team have 
bought the consultancy from the 
previous owner. Gold Reids, the 
South African mining group. 

But Stewart Murray, the man 
who has been managing director 
for foe past nine years, has 
decided the time has come to do 
something different He will 
reman chief consultant to GFMS 


but will also do other, 
non-conflicting work, indudlng 
writing a book about India 

His three colleagues who now 
own GFMS are Philip KJapwfpr, 
36, Hester le Roux. 30, and 
Paul Walker, 33. 

Alan Wright, deputy chairman 
of Gold Fields, said the break 
would be good for GFMS 
because many of the companies 
and individuals that supplied the 
organisation with confidential 
information had become worried 
about rapid ownership charges 
in the South African gold mining 
industry, it was dear to them 
that “anyone might end up 
owning GFMS". 

An independent GFMS could 
sell its long-term gold price 
I forecasts to other companies, he 
said. Gold Fields had not 
interfered with the GFMS editorial 
policy but had insisted it was the 
only group given access to this 
information. 

These sentiments were echoed 
yesterday by the new owners. 
Klapwijk said: “Although there 
was no editorial influence [by 
Gold Fields] foe perception was 
that we were pal of foe 
producers' camp aid not entirely 
independent” 

GFMS has always seen its 
prime task as providing foe gold 
Industry with foe best possible 
historical statistics in its annual ' 
survey. The fores owners, for 
example, spend about four 
months a year each travelling in 
search of information about what 
is one of the world’s most -■ 
secretive industries. 

"People are interested in foe 
future." said Walker, "and we 
have a unique platform on which 
to base some serious 
forecasting.” 

Each of the threesome has an 
background in economics and le. 
Roux also has a law degree. She 
worked for Gold Reids and was 
transferred on secondment to 
GFMS in 1996 and quickly 
snapped up foe opportunity to 
lain on a permanent basis when 
one of the team left foe 
organisation. Klapwijk was group 
economist at Consolidated Gold 
Fields, which started the annuaJ 
gold survey, from 1987 and 
joined GFMS when Consolidated 
was taken over by the Hanson - 
conglomerate and broken up. ' 

Walker, Oka le Roux, is South 
African. Initially an academic, he 
worked part-time as a researcher 


shoes around Rs2,000 has lent 
Reebok an air of exclusivity - 
and, the company claims, helped 
create its market. “For Rs2JX» to 
Rs3.000 people feet they can 
really make a statement," says 
Mr Pant. “It's cheaper than buy- 
ing a new watch, for instance, if 
you want to make a splash at a 
party. And though oar higher- 
priced shoes put us in competi- 
tion with things like refrigerators 
and cows, the upside is that 
we’re now being treated as a 
prestigious brand." 

One recent example was a lim- 
ited offer of 3JXX) of Reebok’s “3D 
electro lite” shoes, which, at 
upwards of are, indeed , 

the price of an Indian fridge. The 
offer sold out in four days. 

Shoes from Reebok, and subse- 
quently Nike, Adidas and a host 
of other newly-arrived global 
brands, have fast become de 
rigueur products among India’s 
aspirant middle class youth. 
Reebok's other surprise market- 
ing discovery was that the youth- 
ful appetite for prestige global, 
brands was not confined to 
India's biggest cities, the four 
“metros” of Delhi. Bombay, 
Madras and Patent ** 

“One of the interesting lessons 
has been that consumption in die 
second-level cities in India is 
actually higher than in the 
metros." says Siddarth Varma, 
executive director of sales and 
marketing. “The real revolution 
will come from these smaller 
cities." 

In part, he suggests, this is 
because living costs are lower in 
cities * aif *h as Allahabad or Bar- 
nrfa and thus disposable incomes 
greater. Also, while wealthier 
youngsters in the big cities might 
have the chance to travel over- 
seas and buy cachet brand goods 
in Europe or the US. their small- 
town cousins do not 

From the outset the company 
aimed to create own-brand out- 
lets, partly to safeguard 
its brand image and partly 
because there was little choice. 
Sports shops in India did not 
exist in 1995. Nor did many 
national shoe retailers, apart 
from Rata, the Canadian mnltina- 
ti nnat Most shoeshqps were cdut- . 
teed, slightly tumbledown fami- 
ly-run affairs, which did not fit 
the snappy high-technology Ree- 
bok image. “We actually had to 
establish the whole retail infra- 
structure," says Mr Varma,' 
“because . it did not 
exist" 


in the British parliament before 
entering the metals business by 
becoming the Internationa/ Lead 
& Zinc Study Group's economist. 
He joined GFMS in 1995. 

Klapwijk said foe collapse in 
foe gold price to near 13-year 
lows had stimulated more 
interest In good research into the 
industry. GFMS Is also 
responsible for foe annual silver 
survey produced for the 
Washington-based Silver Institute 
and there has been rising 
demand for Information about in 
this volatile market 
Kenneth Gooding 


Wicker-Miurin to 
AT. Kearney 



WfckarMkxte joMng A.T. Kearney 


Fields Wfuhu Mfca in, fo» fo rmer 
director of finance and strategy 
at the London Stock Exchange, 
has Joined the financial 
institutions group of 
A.T. Kearney, the management 
consultancy. 

Wicker-Miurin wfll be 
responsible for buikfing a new 
“global exchanges’ practice, 
focusing on a sector where the 
dividing fines between . . 
exchanges, brokers and' 
information providers are ’ _ . 
becoming increasingly blurred. 

Previously a senior partner a 
Mercer Management Consulting, 
Wicker- Miurin, who was bom in 
the US. led foe restructuring of , . 
the London Stock Exchange to 
cope with the loss of revenue 
ffpm settlement, managing a 40 
per cent reduction in staffing 
and costs over a three-yoar , ■ ' - 
period. 

George Graham, London 



Cash cow: Raabok^ high prfcex have tornad It Mo a pratf^ous brand te the msrfmt 


Photographs; Baktev 


Reebak has opened 70 exclusive 
branded stores, each under an 
Individual franchise, 
to have more than 100 stores in 
place by the year end - twice the 
rate of openings the company 
initially envisaged. 

So how big has the market 
proved to be? Reebok last year 
sold 300,000 pairs of sports shoes 
in India , half made 'locally and 
the remainder assembled from 
imported components. It claims 
to have 60 per cent of the emerg- 
ing market for premium sports 
shoes, with Nike taking 20 per 
cent and Adidas 10 per coat The 


remainder comprises local manu- 
facturers, many of which have 
created their own upmarket 
sports Shoe brands to compete. 

Domestic sales (Reebok also 
exports 600,000 Indian-made 
shoes to Europe and the US) have 
doubled every year, and the com- 
pany behetos India wiB overtake 
pianpK such as Israel. Mexico and 
South Africa within five years to 
become one of its top 10 global 
markets. 

Mr Pant is coy about earnings 
bur says Reebok this year posted 
a “small profit" on Indian sales of 
315m. The company is also 


reluctant to divulge its total 
investment in India to date. But 
givai that production is subcon- 
tracted locally and retailing is 
through franchise, it is mndcst. 
Authoritative industry sources 
put it at just $5xn - which, 
as one industry executive 
suggests, is itself a bargain 
price for launching a premium 
product • •• 

“It’s really not bad to have a 
crack at a market of a potential 
lbn people for *5m." he says. 
"Reebok probably sponsors some 
American sports teams far about 
that" 


FT GUIDE TO GRAND JURIES. 


Starrs and bars 


The Monica Lewinsky affair has made them 
famous, but their activities remain mysterious 


What is so grand about US grand 
Juries? ' 

Not much. They are filled with 
ordinary people, who sometimes 
face an extraordinary task of 
determining whether there is 
sufficient evidence, to indict a 
suspect for a crime. "• 

The most famous grand jury in 
the world, of course, is the one . 
listening to evidence of President 
Bill Clinton’s alleged affair with 
White House intern Monica • 
Lewinsky. No one knows who the 
, members are, and they will never 
legally be allowed to.reveal all 
they have heard In fact, they 
will probably not even indict the 
president because most legal 
scholars think presidents cannot 
be charged with a crime. 

If there are suspected “high - 
crimes and misdemeanors’’ they 
will be contained in a report sent 
by the special prosecutor to 
Congress. • ' . ' . .. 


jury rooms" in federal court 
houses. 

To make matters even more 
complicated, (hue are two kinds 
of grand juries in the federal 
system. Regular grand juries 
bring charges. Special grand 
juries can be called to investigate 
organised crime. Many states 
also have these. They may also 
investigate community. - . 
institutions, such as jails, or 
monitor otter public agencies. 


one journalist that he has talked 
to some reporters off the record 
about the Lewinsky case, and 
that one of bis deputies briefed 
reporters. Although leaks are 
common, they are specifically 
prohibited. In some states, those 
who disclose grand jury 
information can be charged with 
contempt of court Mr Starr may- 
be found in violation of the rule 
that prohibits prosecutors from 
.revealing information, even 
strategy, before it is presented to 
his grand jury. 


So how do grand juries differ 
from trial juries? 

This is all very complicated i 
because this is the legal system, 
and If anything were simple, * 
what would lawyers find to do? 

Juries in criminal trials - 
determine Innocence ctr degree of 
goflti Grand juries determine 
whether or not there is enough 
evidence to bring charges. 

There are federal grand juries 
and state grand Juries, and the , 
rales vary from stats to state. 
Federal grand juries have ■ 
between! 6 and 23 members; statq 
grand juries usually have 12. 

Trial juries usually meet for the 
length of- one case - days* weeks, 
even months. 

Grand Jnries can tear.more .. 
than one case. They meet for a 
longer time, sometimes ig).to36 
months, but only when called by. , 
the prosecutor. It could be as . 

infrequently as once a month or 
as often as twicea week. The 
secrecy that governs grand juries 
often determines when they, 
meet 

• M emb ers of trial juries must be 
presentfor.the trial to continue.. . 
Grand juries need only have a', 
quorum.- usually Z& members for. 
a federal jury - to conduct , 
business. Because of the secrecy,- - 
they usually meet in secluded . 
areas that are. riot accessible. V 
to the public - special “grand ' 


Why aQ this secrecy of grand 
jury proceedings? ... 
Although they are set up by 
judges, they are creatures of the 
prosecutors, who can totally 
ignore proper rules of evidence. 

They can introduce Illegally 
obtained tape reoantingB and 
videos, documents, test results 
(such as DNA tests), photographs 
and any witness testimony. 

There are no judges or defence • 
attorneys to limit the damage to. 
an individual’s reputation. 

Any witness can be called and 
ordered to testify. They are 
required to answer honestly or - 
risk being charged with perjury. 

Even if they have been granted 
immunity fromprosecutiori they 
can be forced to testify against 
themselves or. risk imprisonment 
Witnesses are not allowed to 
bring lawyers with them before 
the grand jury. Their lawyers 
must wait outside in case they 
are needed for advice. 

The target of a grand jury 
investigation does not have to be 
informed of his position. Zn some 
cases, they have no idea that 
they are targets and could . 
possibly be Indicted: 

The stealth is considered _ 
necessary to prevent guilty 
parties seeking to escape. 

The more that is known of 
grand juries, the more critics 
they seem to acqulre. They are : 
sometimes compared with the 
Court of Star Chamber, the 
inquisitorial RngiteH court 
remembered far its brutality. 

Because of the vast potential 
for abuse, only witnesses can 
publicly discuss their testimony. \ 


How are grand juries chosen? 
Some people actually volunteer 
for the job. The rest of the names 
are taken from the list compiled 
for trial jury pools. 

Because grand juries only 
indict - they don't convict - 
there is less concern about the 
racial composition of a grand 
jury than a trial jury. Retirees 
are more common members, 

[ because they have the time - and 
I the inclination - to sit 


Is this why Kenneth .Starr, the 
special prosecutor investigating 
President Bill Clinton, is himself 
being investigated? 

Mr Starr allegedly admitted to 


How did this all begin? 

The practice originated in 
England before 1066. Before then, 
a 12-person Jury brought charge 
and the trial was by combat or by 
ordeal, such as plunging the 
accused into a pit of cold water to 
see if he sinks Uke an honest 

person should. (A rope 
was attached to prevent 
drowning). 

The Catholic Church outlawed 
trialhy ordeal and the Normans 
created a new legal system - a 
12-member petit jury, or trial 
jury, mid a 23-man grand jury to 
investigate and bring charges 
and to shield the innocent from 
wrongful prosecution based un 
unfounded and politically 
motivated charges. 

The grand jury is supposed to 
be a check against government 
authority because it. not the 
government, determines whether 
a citizen should be charged 
However, In most cases, eraiul 
juries are little more than rubber 
sta mp s, issuing whatever 
indictments prosecutors 
recommend. 

Sol Wachtlar, former New York 
Comt or Appeals Judge, once 
said: Any prosecutor who 
wanted to could indict a ham 
sandwich." 
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THE ARTS 


to The Art of the Mowrcude, 
the Guggenheim museum in 
New York may have found 
the perfect marriage 
between populist art and 
eye-catching memorabilia. 

If one of the challenges of 
such institutions is to cap- 
ture attention in a world 
numbed to even the flashiest 
images, then the Guggen- 
heim has succeeded, proba- 
bly beyond its own expecta- 
tions, in its portrayal of the 
motorcycle as both kinetic 
sculpture and utilitarian 
device. 

The exhibition, which runs 
until September 20 at the 
Guggenheim's Fifth 1 Avenue 
rotunda, has been its most 
successful, drawing a daily 
average 3,000 visitors, and a 
record 6,000 on the busiest 
day. These numbers far out- 
strip other popular events 
such as Tutankhamen's 
pharaonic treasures and the 
recent exhibition of Chinese 
art While popular is not nec- 
essarily good, the curators 
should be given credit for a 
highly imaginative celebra- 
tion of the motorcycle as a 
20th-century icon. 

One does not have to be a 
motorcycle enthusiast to 
appreciate the triumphs of 
engineering and industrial 
design which have trans- 
formed early contraptions 
powered by steam engines to 
sleek, modern machines 
boat for speed, if not safety. 

Purists may grumble, as 
they have, that The Art of 
the Motorcycle represents 
nothing more than indul- 
gence, a display of industrial 
kitsch at odds with the Gug- 
genheim's fine art traditions: 
but they would hard-pressed 
to decry the sheer physical 
attraction of some of the 
beautifully-crafted exhibits. 

Adding to the exhibition's 
appeal is the architect, 
Frank Gehry’s use of the 
Frank Lloyd Wright-de- 
signed rotunda to capture 
the hi-tech essence of the 
motorcycle’s evolution. The 
walkways which spiral 
upwards have been clad in 
reflective stainless steel pro- 
viding shimmering hnngec of 

visitors and machines. . 

Thomas Krens, director oE 
the Guggenheim, who is a 
biking enthusiast himseT 
and target of criticism that 
the exhibition is a personal 
indulgence, dismisses critics 
as out-of-touch. “The motor- 
cycle is a perfect metaphor 
for the 20th century . ..it 


Hwfsy-DavfdBon Sportster XL, 1957: from The Groat Escape* to 'Easy ftfdor 1 , motorbikes have insinuated themsehras into popular culture 

EXHIBITION THE ART OF THE MOTORCY CLE AT T HE GU GGENHEIM MUSEUM. NEW YORK 

Down the years at full throttle 

Tony Walker reports on a celebration of the ‘two-wheeled monster’ as an icon for the 20th century 
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represents the themes of 
technology; engineering, 
innovation, design, mobility, 
speed, rebellion, desire, free- 
dom, love, sex, and death." 
Krens writes in the preface 
to a striking catalogue 
which is destined to be a col- 
lector’s item itself. 

Krens* celebration of the 
motorcycle may seem some- 
what over the top, but the 
exhibit's photographs and 
the machines themselves 
remind us just how -pro- 
foundly “two-wheeled mon- 
sters" have insinuated them- 
selves into popular culture - 
from Marlon Brando's 1954 
depiction of restless youth in 
The Wild One, to Steve 
McQueen's exhilarating ride 
to freedom in The Great 


Escape (1963). to Easy Rider, 
the 1969 cult movie made at 
the height of the Vietnam 
protest era. 

Then came the 1970s, a 
period during which Evel 
Knievel alternately thrilled 
and horrified crowds with 
death-defying stunts, each 
seemingly more foolhardy 
than the last And now the 
more tranquil 1980s and 
1990s when the perfect anti- 
dote for mid-life crisis, we 
are told, is a Harley David- 
son: the average age of Har- 
ley owners is 44. 

The most famous “Harley" 
is the machine used by Peter 
Fonda and Dennis Hopper in 
Easy Rider. Alas, the one an 
display is not the real thing. 
Of the four “originals’' one 


was burned in the film, and 
the other three were stolen 
before production ftnfaheri - 
a sign of those anarchic 
times! 

Curators of The Art of the 
Motorcycle should be given 
particular credit for scholar- 
ship. Prize exhibits are not 
the gleaming futuristic Ital- 
ian designs of today like 
Agusta and Ducati, but the 
very first device which could 
truly be classified as a 
motorcycle - the Michaux 
Perreaux Steam Velocipede, 
built in 1868. 

Ultan Ginlfoyle. assistant 
curator to the exhibition, 
says it took 18 months to 
track down the steam-driven 
Michaux Perreaux and per- 
suade the MusSe de lUe de 


France outside Paris, to part 
with it for the exhibition 
which will travel to the Field 
Museum of Natural History, 
Chicago from November 7, 
1998 to March 20. 1999. and 
then to the Guggenheim 
Museum, Bilbao. 

For a time, organisers had 
believed that Gottlieb Daim- 
ler had created the first 
motorcycle with his Reitwa- 
gen mit Petroleum Motor 
built in 1885, but it was an 
unsatisfactory starting point 
since the vehicle had four 
wheels and bore only super- 
ficial resemblance to an 
actual motorcycle. 

It was not until 1894 that a 
motorcycle went into com- 
mercial production with the 
Hildebrand and Wolfinflller. 


designed in Germany and 
built in France. But the two- 
cylinder gasoline motor- 
driven device proved flawed 
and only 1000 copies were 
produced before the com- 
pany went out of business. 

Among German successors 
was BMW which this year 
marks the 75th anniversary 
of its first motorcycle and is 
principal sponsor of the exhi- 
bition. BMW has. of course, 
commercial reasons for 
being associated with such 
an event: but it it also hard 
to disagree with Bernd Pis- 
chetsrieder. BMW's chair- 
man, that the motorcycle is 
much mare than a “halfway 
point" between bicycle and 
automobile and thus worthy 
of special celebration. 


MUSIC AT EDINBURGH 


Ushered into a 
mighty mass 


The media have already 
been In Edinburgh for a 
week covering the UK's big- 
gest arts festival and so it 
seems strange only to be 
reporting on the opening 
concert now. With the fringe 
festival shifting its dates a 
week earlier and the parade 
marching in time with it, the 
traditional Usher Han first 
night has lost some of its 
edaU 

The hall itself is also 
looking at less than its best. 
After years of gradually fall- 
ing into disrepair, the Usher 
Hal) has now reached the 
stage where emergency net- 
ting has to be fixed under 
the ceiling to catch any fall- 
ing plaster. An appeal is 
underway to raise the funds 
for its renovation, but that 
leaves the organisers with 
the tricky decision of 
whether the festival period, 
when the city is in the inter- 
national spotlight, is the 
right time to make a song 
and dance about it 

Perhaps all this helped 
explain why the opening 
concert felt less celebratory 
than the best of recent years. 
Edinburgh regulars know to 
expect a big choral evening, 
firstly to draw the crowds 
and secondly to provide a 
showcase for the Edinburgh 
Festival Chorus, which has 
been much more than a 
token local presence in a 
music p r ogramme inevitably 
dominated by international 
visitors (its lusty perfor- 
mance of Mahler's Eighth 
Symphony a few festivals 
ago still rings in the ears). 

This year’s opening con- 
cert - the ambitious choice 
of Berlioz's mighty and som- 
bre Grande Messe ties marts 
- reunited the chorus with 
the Royal Scottish National 
Orchestra and Edinburgh- 
born conductor Donald Run- 
nicies, but not the same 
sense of occasion they 
brought with them before. 
Maybe the work simply does 
not invite ft. Berlioz planned 
the mass for the particular 
layout and acoustics of the 
chapel of Les Invalides in 
Paris and composed into his 


score the awe-inspiring and 
hallowed atmosphere that 
the music must breathe 
there. 

In the Usher Hall the four 
brass bands were positioned 
two at the hack of the stage 
and two on either side of the 
grand circle, creating a 
square with the conductor, 
rather than the audience, in 
the middle. More to the 
point, the hall’s acoustics 

(though excellent especially 

if one is sitting upstairs) 
speak quickly, without the 
church reverberance that is 
an absolute necessity in this 
piece. For that reason perfor- 
mances of the Grande Messe 
in concert-halls rarely 
achieve their potential and 
this one was no exception. 





Runnicles sensibly kept 
the speeds fairly swift, shap- 
ing the music with a definite 
sense of purpose. It was good 
to hear Berlioz's strokes of 
brilliance in the orchestra 
(most famously, the combi- 
nation of flutes and trom- 
bones in the “Hostias") with 
such clarity, but not the less 
than exact intonation that 
came with it Gregory Turay 
made a firm-voiced and 
expressive soloist in the 
“Sanctus”. The Edinburgh 
Festival Chorus, facing one 
of Its most severe tests, fell 
at a couple of hurdles: hav- 
ing already sounded shaky 
in the “Quid sum miser", the 
tenors and basses slid out of 
tune at the beginning of the 
“Hostias" and then lost con- 
fidence. By the end we had 
one more reason why the 
official festival is malting a 
less dynamic start this year 

than u dial 

Richard Fairman 


Sponsored by Scottish & New- 
castle. 







| 

I 



t: 

i! 

i ! » 


M 




a-ri!*in 


i: 


i! J 

r 

ji 

il 

It 

j; 




E 


* 


■TAfc 


Bawdy, boisterous and duplicitous 

Sarah Hemming on the lust and hypocrisy in Jacobean corriedies af Shakespeare's Globe 


For a crash course in Jacobean 
comedy you could do no better 
than to hie to Shakespeare's 
Globe, where they, are offering A 
Mad World, My Masters, by 
Middleton, in tandem with the 
Honest Whore, by Dekker (with 
Middleton). Both hold up a pretty 
unflattering mirror to human 
vanity and give a good humoured 
indication of what hfe around the 
original Globe was like (not quite 
so well groomed, one gets the 
impression). 

Of the two, A Mad World is the 
more spritely piece, a jaunty 
jaundiced chronicle of duplici- 
tous goings on, niftily plotted and 
bristling with doubles - and not 
so doubles - entendres. At the 
core of this wildly energetic com- 
edy are two people on the make: 
Dick Follywit, bent on swindling 
money out of his wealthy grand- 
sire, and Lady Gulhnan, the old 
man’s courtesan, set on the same 
course. 

It is a bawdy romp and Sue 
Left on's vivacious production tel- 
egraphs “bawdy romp" from the 
outset by sending the cast scur- 


rying round the stage accompan- 
ied by a brass band in flarescent 
wigs. It is set in a timeless zone 
where Jacobean costumes have 
somehow got into the spin dryer 
with the current fad for 1970s 
gear. The women wear farthin- 
gales of sorts; other characters 


Both plays hold up 
an unflattering mirror 
to human vanity 


prance about in purple velvet 
flares and ptatform shoes. The 
style is manic but good natured, 
keeping pace with Middleton's 
sly admiration of the hard-work- 
ing wiliness of these wicked indi- 
viduals. 

This gaudy staging is appeal- 
ing, though it can be overbearing 
and sometimes suggests a ner- 
vousness about the text - keep it 
busy and it will all be okay. And 
while it' matches the energetic 
plotting. It smothers any darker 


dimensions the play may have. 
But it makes far a jolly evening 
and there are several perfor- 
mances to cherish. 

The exuberant, athletic, WU 
Johnson is compelling as Folly- 
wit, and Belinda Davison is a Joy 
as -Lady Gollman, the wiley 
woman who outwits him. Her 
Inventive vocal camouflage of a 
friend’s noisy fornication is 
worth the ticket , alone. Jonathan 
Cecil, meanwhile, is delightful as 
the old buffer, an awesome com- 
bination of Frankie Howard and 
Mrs Malaprop, as he rabbits on 
blithely about his organs and his 
balls. 

In both plays we are left in 
little doubt as to the difficulties 
for women and the fact that they 
had to he far smar ter than men 
to survive. Dekkeris The Honest 
Whore goes further with this 
theme: the play is a stinging 
expose of double standards and 
gender politics. 

Salvaged by director Jack 
Shepherd and artistic director 
Mark Rylance from two massive 
rambling texts, it remains a 


fairly, unwieldy affair, much 
stiffs - In the Joints than A Mad 
World, less satisfying and still 
encumbered with sketchy charac- 
ters and tedious scenes. Yet in 
some ways it Is the more interest- 
ing piece as ft really tussles with 
the lot of women. 

Here, among a great deal of 
other business, we focus on Bel- 
l&front, the honest whore, per- 
suaded in one biting speech by 
the self-righteous Hippollto to 
give up her trade. This she does 
and will not be tempted hack, not 
even, years later, by the same 
Hippollto,. who now lusts after 
her. 

Again, the setting - 1950s Soho 
- is both a help and a hindrance. 
It makes sense, and works to 
some degree, hut sits slightly 
uncomfortably with the Globe 
stage. The production is fluidly 
directed and blessed with some- 
very fine performances from a 
cast who wring the best from 
the play’s good, vivid scenes, 
and try to enliven the clumsier 



A joy as the swindling courtesan. Lady GuBman, in ‘A Mad World, My Masters': Belinda Davison 


Lilo Bauer is excellent as the 


honest whore: fragile, beautiful, 
poignant, but also tough and 
sexy. Mark Rylance brings a 
tremulous earnestness to Hippol- 
ito, which slips easily into hypoc- 
risy. Sonia Ritter, as his wife, 


turns from giggling girl to embit- 
tered spouse before our eyes, and 
her monologue on women's lot is 
wonderful, bringing cheers from 
the audience. A word, too, far 
Marcello Magni, who is utterly 


charming and funny as the 
absurdly patient linen draper. 
And Dekker. for all his faults, 
gives the women the best lines - 
which is always worth applaud- 
ing. 
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Barcelona,' to Aug 23 


Aug 19, 20, 21 


AMSTERDAM 

EXHIBITION 
Stedetijk Museum 
Tel: 31-205732911 
WfW.stedeiqk.nl 
Waves Breaking on the Shore... 
Ad Dekkers In His Time: works 
by the Dutch abstract artist 
displayed alongside works by 
contemporaries inducting 
Drbbets, Stroycken and Andre; to 

Aug 23 ' 

BONN 

EXHIBITION 

Kurort- und AussWtunflshalte 

dor Bundesrepubllk 

Deutschland 

Tet 49-228-917 1200 

wwwJaii-bann.de 

The Iberians: between the sixth 

and the first century BC, this 

tittle-known civilisation existed on 

the west of the Mediterranean 

bowl. Some of the 350 objects 

included in the display 

never before been removed from 
the sites of their excavation. 
Otters have been loaned by 
Spanish and French museums. 
The exhibition arrives from 


EDINBURGH 

DANCE 

Edinburgh International Festival 
Tat 44-131-473 2000 
www.go-eciinburgh- cojufc 
ZumzunrVKa: Geiabert-Azzopardi 
dance company. Choreography 
by Cesc Gelabert, in 
collaboration with painter 
Frederic Amat, set to a specially 
commissioned score composed 
and performed live by Pascal 
Gomelade; Edinburgh Playhouse; 
Aug 10 

OPERA 

Edinburgh International Festival 
Tel: 44-131-473 2000 
www.go-edlnburgtLCOJjk 
I Masnadierfc by Verdi; The Royal 
Opera in the British premiere of 
Elijah Moshinsky's production, 
designed by Paid Brown and 
conducted by Sir Edward 
Downes: Edinburgh Festival 

Theatre; Aug 19, 21, 24 

THEATRE . 

Edjnburgh International Festival 

Tel: 44-131-473 2000 

www.go-edinburgh.co.uk 

0 Life is a Dream: by Calderbn, 
in a translation by John Clifford. 
Royal Lyceum Theatre Company 
production directed and 
designed by Calixto Bleito; Royal 
Lyceum Theatre; Aug is, 19, 20, 
21.22.24 

• The Robbers: by Schiller, in a 
jj-anstetton by Robert David 
MacDonald. Production by the 
Citizens Theatre Company, 
Glasgow, directed by Philip 
prowse; King’s Theatre; Aug 18, 


GUMMERGLASS 

OPERA 

Alice Busch Opera Theater, 
Cooperstown 
Tel: 1-607-547 2255 
The Mother of Us AH: by Virgil 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden, with sets by 
Aden Moyer; Aug 18, 23 

GLYNDEBOURNE 

OPERA 

Glyndeboune Festival Opera 

Tet 44-1273-815 000 
Le Comte Ory: by Rossini 
Revival conducted by Yves Abel 
and directed by Jerfime Savary, 
with the London PhflharnxMik: 
Orchestra: Aug 18, 21 , 23 

LONDON 

CONCERTS 

BBC Proms, Reared Albert Hall 
Tet 44-171-589 8212 
9 BBC -Scottish Symphony 
Orchestra: conducted by Osrno 
Vflnsk&in the UK premiere of 
KalevJ Ate's Rejoicing of the 
Deep Waters. Programme also 
includes works by Beethoven, 
Shostakovich and Brahms, with 
piano soloist Stephen 
Kovacevich and the London. 
Symphony Chons; Aug 19 
• BBC Symphony Orchestra 
and Singers: conducted by Oliver 
Knussen \n works by Messiaen, 
George Benjamin and Skryabln, 
and by Stephen.CIeobury fa 
Robin Nottoway's Hymn to the 
Senses. With baritone David . 


Wiison-Johnson; Aug 18 

LUCERNE 

CONCERT 

International Festival of Music 
Tet 41-41-226 4400 
www.LucemeMusfc.cft/ 

Berfin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
the opening concerts of this 
year's 60th anniversary festival of 
festivals, which wHI inaugurate 
the new concert hall. Programme 
includes works by Rihm and 
Beethoven. With the Swedish 
Radio Choir and sotoets 
including Bryn Terfel; Aug 19, 20 

NEW YORK 

CONCERTS 

Avery Fisher Had, Lincoln 

Center 

Tet 1-212-875 5030 

wwwJncolncenter.org 

9 l Sotisti Veneti: conducted by 
Claudio Sdmone in works by 
Boccherini, Vivaldi, Tartini, 
Donizetti and Rossini; Aug 20 
• Mostly Mozart Festival 
Orchestra: conducted by Gerard 
Schwarz in works by Beethoven, 
Mozart and Mendelssohn; 

Aug 18, 19 

PRAGUE 

EXHIBITION 
Gaferie Rudotftrvum 
Cindy Sherman: retrospective 
fracing the New York-based 
artist’s development from the 
1970s to the present ft includes 
selections from each of her major 
series, including Untitled Film 
StiHs (1977-80). Centrefolds 


(1981) and Fairy Tales (1985): to 
Aug 23 

SALZBURG 

OPERA 

Salzburg Festival 
Tet: 43-662-844501 

• Don Carlo: by Verdi. New 
staging by Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
Maazel; Grosses Festspieihaus; 
Aug 18. 21,24 

• Saint Franqois d'AssJse: by 
Messiaen. Conducted by Kent 
Nagano in a staging by Peter 
Sellars. With the Haile Orchestra 
and Schoenberg Choir, and a 
cast including jos£ van Dam and 
Dawn Upshaw; FeteenreitschuJe; 
Aug 19, 22, 24 

THEATRE 
Salzburg Festival 
Tet 43-662-844501 
9 Danton's Death: by Bflchner. 
New, co-production with the 
Berliner Ensemble, directed and 
designed by Robert Wilson; 
Landes theater; Aug 18, 20 

• Trail us and Cressida - by 
Shakespeare. New, 
co-production with Theater 
Basel, directed by Stefan 
Bachmann; Lehrbauhof, Aug 18. 
Aug 19. 21. 22, 23, 24 

SANTA FE 

OPERA 

Santa Fe Opera 

Tel: 1-505-986 5 900 

www.santafeopera.org 

The Magic Flute: by Mozart New 

production by Jonathan Miller, 

with sets by Roni Toren and 

costumes by Judy Levin. Cast 


includes Sheri Green awaid; 

Aug 18,21 

SCHLESWIG- 

HOLSTEIN 

CONCERT 

Schleswig-Holstein Music 
Festival 

Tel: 49-431-567 080 
Schleswig-Holstein Musk: 

Festival Orchestra: David Shallon 
conducts works by Bernstein; 
Hadereleben/DK, Kulturhaus 
Harmonien; Aug 19 

SEATTLE 

OPERA 
Seattle Opera 

Tafc 1-206-389 7876 
wwwjeattfeopem.org 
Tristan und Isolde: by Wagner. 
New production by Francesca 
Zambeflo, conducted byA/min 
Jordan. The titie rotes are sung 
by Jane Eaglen and Ben 
Heppner; Aug 19, 22 

TOKYO 

CONCERT 
Suntory HaB 

Tet: 81-3-3584 9999 
Tokyo Philharmonic Orchestra: 
concert performance of works by 
Puccini, Vercfi and Bizet, 
conducted by Yoshlnori Kikuchr; 
Aug 18 

VERONA 

DANCE 

Teatro Romano 
Tel: 39-045-800 5151 
wwwjuena.it 


Romeo and Juliet: by Prokofiev. 
Robert North’s choreography, 
created in 1990, is presented 
here for the first time in a 
production designed by Andrew 
Storer. Romeo and Juliet are 
danced by Benito Marceiino and 
Mia Johansson; Aug IB, 19, 21, 
Aug 22 

OPERA 

Arena di Verona 

Tel: 39-045-800 5151 
www.arena.it 
Tosca: by Puccini. New 
production by Giuliano Montaldo, 
conducted by Angelo Campori; 
Aug 19, 22 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received In 
western Europe cm medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: Moneyline with Lou Dobbs 
13:30: Business Asia 
19.30: World Business Today 
22 . 00 : Work 1 Business Today 
Update 

9 Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20: 
10:20; 11:20; 11:32: 12:20; 13:20: 
1420. 

At 0&20 Tanya Beckett of FT7V 
reports Uve from UFFE as the 
London market opens. 
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PETER MARTIN 


Big Oil, big bucks 

The proposed BP Amoco merger underlines the themes of 
modem business: market dominance and the instinct to survive 


You run one of the world's 
biggest companies, selling 
huge volumes of a 
commodity that is steadily 
fallin g in price in real terms. 
You have a historically 
evocative brand name, but 
your customers buy on price. 
You have spent most of the 
past decade downsizing the 
company, but need to find 
new ways of reducing costs. 
So what do you do? 

The answer, if you are Sir 
John Browne of British 
Petroleum or Larry Fuller or 
Amoco, is simple: you 
double your bets. Putting 
together these two giant oil 
companies to form BP 
Amoco offers lots of scope 
for cost savings. 

On those grounds, the deal 
deserves the plaudits it has 
received. But it also 
demonstrates three 
underlying themes of 
modern business: the 
decisive influence of history; 
the essential role of oligoply; 
and the importance of the 
corporate survival instinct. 

When you think of it, the 
oil industry is a very strange 
business. It sells a branded 
commodity, which is almost 
a contradiction in terms. It 
operates through vertically 
integrated companies, but 
most of them use the 
external market to set 
internal transfer prices each 
time a barrel of oil moves 
from production to refining 
to marketing. So what 
purpose does the vertical 
integration serve? 

There is another paradox. ■ 
Oilmen add most value in 
the task of exploring for 
their raw material and 
pumping it in today's 
challenging frontier terrain. 
IT exploration and 
production - “E&P" - is 
such a valuable activity, you 
would think that it could 
stand alone. Yet everywhere 
it is chained to the bigger, 
clumsier and fundamentally 
duller business of refining 


and marketing it. 

This is where the 
influence of history comes 
in. The oil industry’s 
historical profitability 
stemmed from its control of 
reserves. In frontier America 
or in the post-colonial 
Middle Bast such reserves 
were easy to come by. 
Companies that bought or 
cajoled their way into 
exclusive concessions were 
not guaranteed prosperity - 
only favourable geography 
could do that But those 
companies that combined 
skilful negotiations with 
geological fortune reaped 
enormous rewards. 

That control of reserves is 
long gone, together with the 
economic rent that accrued 
from it Yet the vertical 
integration it bequeathed to 
the Industry remains largely 
unaffected. Apart from 
adopting market-related 
transfer pricing. Big Oil’s 
principal response to the 
changed post -O pec world has 
been consolidation. The big 
international oil companies 
have bought up many of 
their independent rivals. 


-V 


What has allowed them to 
survive the new era? Skilful 
management has certainly 
played a role. But a broader 
answer must surely be 
oligopoly: a collective 
market dominance which 
has allowed Big Oil to 
prosper despite the past 
quarter-century’s 
roller-coaster prices. 

Though convenience and 
price, not branding, are the 
decisive factor in most 
customers' purchasing 
decisions, the oil companies 
have several big advantages. 
Their decades of headlong 
expansion, fuelled by those 
upstream profits, have given 
them a disproportionate 
shar e of attractive retail 
locations. 

The scale of their 
operations has given them 
economies of. scale. And 
their studious attempts to 
create micro-monopolies - 
geographical areas of local 
market dominance - have 
given them a degree of 
protection from the 
unfettered operation of 
market pricing. 

Modern business relies on 
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'these slivers of elbow-room 
to achieve acceptable levels 
of profitability. In most 
industries, it is branding 
that plays the critical role, 
allowing companies with a 
good name and reputation 
slightly greater scope for 
pricing freedom. 

The oil industry is 
unusual both because its 
branding opportunities are 
limited; and because the 
downward pressure on its 
prices has been so marked. 

In this respect, it offers 
useful lessons for the rest of 
business, which is faced with 
increasing consumer 
resistance to paying extra 
for brands. 

One response to these ■ 
conditions is to abandon 
branding altogether to 
compete purely on casts and 
scale as a commodity 
business. Some of the 
retailing independents have 
taken this approach. 

Yet none of the big oil 
companies have done so. 
They continue to believe 
that it makes sense to spend 
money on persuading 
customers to buy from green 
filling-stations rather than 
yellow or red ones. They 
persist with loyalty schemes 

that only a marketing 

manager could love 

This obstinacy reflects the 
corporate survival instinct 
Companies are more than 
simply instruments for 
increasing shareholder 
value They are also living 
entities, carrying the burden 
of the innate human desire 
for immortality. 

Brands are the outward 
symbol of that yearning far 
Institutional survival. 
Preserving the Amoco brand 
in the US was a sensible 
commercial move, since it 
bag greater resonance there 
than BP's. But it was also a 
guarantee to Amoco’s 
employees that the company 
lives on. 

Other industries faced 
with downward pricing 
pressures, could usefully 
learn two lessons from the 
oil industry. The companies 
that survive the process of 
consolidation will be those 
that exploit every little 
pocket of market power to 
preserve margins. They will 
; also be the ones that best 
exploit the instinct tor 
! corporate survival to 
! reshape themselves and 
/form alliances for the future. 

peter. morUrUaFT. com 




LETTERS TO THE EDITOR 
Economists support Malaysian interest rate policy 


* : 1 


.1 H 


From Lyn Choi. 

Sir. In response to your 
article “Malaysia lowers 
interest rates” (August 1/2), 
it ft* 1 1 * 1 ™ that the disparaging 
opinions of anonymous 
everts are often quoted and 
portrayed as the exclusive 
and prev ailing belief by. 
all. 

We respect that others 
may hold opinions 

and hardly expect unani- 
mous agr eement in areas of 
ec o nomic policy. However, ft 
would be refreshing if cer- 
tain media were to present a 
more balanced perspective 
and give their readers the 
option to derive their own 
conclusions. 

For example, the debate on 
interest rate policy is hotly 
contested in the most presti- 
gious think-tanks and uni- 
versities. Contrary to “the 
advice of economists” you 
quote, there is a strong advo- 
cation for the lowering of 


Interest rates as a necessary 
means for economic revival 
in Asia. 

Joseph. Stiglitz, vice- 
president and chief econo- 
mist of the World Bank, 
believes that “fa Asia, exces- 
sively tight monetary policy 
could lead to high levels of 
unemployment and bank- 
ruptcy, undermining the 
overall strength of the econ- 
omy”. A recent World Bank 
report commends the 
counter-cyclical policy 
of Malaysia’s national eco- 
nomic re c overy plan as a 
move in the right direction. 

James Tobin of Yale Uni- 
versity, awarded the Nobel 
Brize for Economics in 1081 
for his work on monetary 
theory and grrfnmp» rate 
policies, writes: "Macro- 
economic austerity Is not a 
favourable dimate in which 
to begin long-term structural 
reforms ... the urgent prior- 
ity is to arre st the plunge in 


<wyy»rtTwte activity and start 
vigorous recovery to restore 
ra t es of employment and 
GDP growth. The IMF 
should support, sensible 
recovery programmes ... in 
sustaining interest . rate 
reductions.” 

Steven Radielet and Jef- ; 
fery Sachs at the Harvard 
Institute for International 
Development contribute 
their view: “After one year, 
the combination of sustained 
high Interest rates and illi- 
quidity has, in fact, led to 
severe economic contraction 
»nd a vast overhang of bad 
debt throughout Asia . . . The 
key is to reduce interest 
rates and expand cred- 
it... There is simply no rea- 
son to persist with punish- 
ingiy high interest rates.” 

P hilip Bowring In the 
International Herald Tribune 
calls for governments to 
“ignore the IMF and bring 
down interest rates in Asia”. 


Palestine’s international donors have no 
complaints about its planning ministry 


From Dr Nabeel Shaath. 

Sir, Your correspondent in 
Jerusalem, Judy Dempsey, 
reported that “the Palestin- 
ian Authority has come 
under Are from international 
donors in a dispu te o ver 
funding worth up to $ 600 m a 
year” (“Palestinian Author- 
ity under fire over economic 
planning”. August 10). 

Ms Dempsey claims that 
she was quoting from a con- 
fidential letter signed by sev- 
eral donors on June 4 1998 
(two months ago!). 

The letter was not about 
the funding of $800m, nor 
was it about our strategies 
for the allocation of these 
funds. AH our aid received is 
spent by the donors them- 
selves on development pro- 
jects and technical assis- 
tance. The letter was 
expressly written about “the 
allocation of personnel tn«k« 
within the ministry...” fol- 
lowing a reorganisation that 


was not communicated in 
time to rjartmn 

The letter was also con- 
cerned with “clarity in defin- 
ing technical assistance 
needed” by the planners in 
their updating exercise for 
the plan after its first year of 
performance . . 

The donors expressed 
clearly In the letter their sat- 
isfaction with the significant 

pTngrtxm matte by Hi» minte - 

try in taking over the 
responsibility of planning in 
Palestine front the donors 
and hi developing with their 
technical assistance a three- 
year plan (1998-2000), 
approved by our parliament 
and the d onore themselves 
in Paris in October 1997. 

Ma Ttempwy Iwtittorl -that T 
was a min ist e r gtngiari out 
tor alleged corruption. The 
fact of the matter is that a 
parliamentary committee, 
which held hearings on the 
matter, resulted in the Pales- 


tinian Legislative Council 
taking a near-unanimous 
riarjcmn to /Kgmias the alle- 
gations. close the file and 
r efer all the documents to 
the president 

I wish that your reporter 
had dwelled on the real rea- 
sons tor our economic prob- 
lems: caused by the Israeli 
occupation and its closure of 
our territories. On the 
whole, donor-Palestlnian 
relatio ns have been one of 
the success stories in what is 
otherwise a difficult environ- 
ment tor a people struggling 
to set itself free, build its 
institutions and achieve eco- 
nomic development on its 
own land. 

Nabeel Shaath, 

mfa lf ta r rtf jtamnfng wyl 

international cooperation, 
Palestinian National 

A n 11 , ■ ■ — 

Aomonty, 

Gaza Strip 


“This time," he says, 
"Malaysian prim® minister 
Mahathir Mohamad lias it 
right. Asia is being crippled 
by • extraordinarily high 
interest rates that threaten 
to turn a necessary short, 
sharp recession into a 
depression.” ... 

■ Evidently, Malaysia s 
recent move to lower inter- 
est rates Is actually In line 
with the advice of named 
internationally respected 
economists. I hope their 
views may also be taken into 
consideration In the name of 
objective journalism. 

Lyn Chai. ■ 

National Economic Action 
Council communications 
team, - 

For the minister of 
special functions, 
prime minister’s 
department, 

50502 Kuala Lumpur. 
Malay sia 

BP and John D 

From Ur FJS Haraek III. 

Sir. I very much enjoyed 
the Observer column’s reca- 
pitulation of the history of 
Standard Oil and its relation- 
ship to British Petroleum in 
"Rocky’s return" i August 
12). 

You missed, however, a 
quite recent BP takeover of 
another part of John D.'s 
empire. When BP "merited” 
its European petrol stations 
with those of American 
giant Mobil - which all 
suddenly turned BP’s horrid 
shade or green - it was 
also acquiring another rem- 
nant of the Standard Oil 
group. 

Mobil, as it is now known, 
was formerly Socony-Mobil 
and before that Socony- 
Vacuum. Socony was the oil 
industry acronym for Stan- 
dard Oil of New York. 

FJ£. Haraek in, 

18 Windsor Road. 

Kew, 

Richmond, 

Surrey TW9 2EL, UK 
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, . PERSONAL VIEW NGUYURU LIPUMBA 


question of morals 

The economic case for wealthy nations to write off the debts of poor countries is 
compelling. The ethical case is unanswerable 


i -n m * . r - * f 



T he failure of rich 
industrial countries 
to cancel the debt 
owed by poor ones 
is morally deplorable and 
economically unwisa 
Africa's debts cannot be 
paid. By the end of 1995 at 
least. 18 countries- had 
arrears exceeding their 
animal exports and a further 
eight had arrears of more 
than 50 per cent of their 
exports. In an these coun- 
tries, arrears exceeded 
annual government revenue. 
Given this huge overhang, 
public spending on reducing 
poverty and supporting 
broad-based growth is impos- 
sible. Africa needs debt relief 
now. 

After more than a decade 
of IMF and World Bank 
sponsored structural adjust- 

THAttt ppogy anufips &Qd dfibt 

rescheduling exercises, 

! many low-income countries 
, stfil face unsustainable and 
unpayable external debt obli- 
gations. The best and the 
brightest in ministries of 
finance .and central banks 
spend most of their energy 
negotiating with the IMF 
and the World Bank on 
adjustment programmes that 
win enable them to qualify 
for Paris Club government 
debt rescheduling meetings. 

These policies have not 
initiated sustained economic 
growth; they are often 
poorly designed, incorrectly 
sequenced (policy reforms 
are /imposed in the wrong 
order) and poorly imple- 
mented. And, above an, they 
are not “owned" by the Afri- 
can governments and 
peoples themselves. The pro- 
grammes are seen as imposi- 
tions from outside with too 
many conditions. 

In spite of this failure, 
across-the-board cancellation 
of poor countries’ debt is 
stiE opposed, often on the 
grounds of moral hazard. 
Such action, it issaid. would 
reward countries that imple- 
mented bad policies in the 
past, perpetuating mistakes 
and discouraging grow th. 

There is no doubt that 
African governments have 
not implemented growth-pro- 
moting policies and- most 
investment projects have fal- 
tered. 

* But tiie failure of projects 
financed by foreign borrow- 
ing should be shared by - 


western aid agencies. Many 
loans were the products of 
cold war competition or of 
donors' commercial inter- 
ests. Almost all projects 
financed by external loans 
were appraised and selected 
by bilateral and multilateral 

aid agencies. 

The consultants who 
appraised the projects and 
the suppliers of equipment 
and machinery were often 
selected by multilateral aid 
agendas or tied to the aid 
donors. In effect, western 
companies made profits in 
consulting and supplying 
equipment without taking 
the risk of failure. 

The argument that debt 
relief gives the biggest 
reward to the countries that 
have wasted their money 
most completely is mis- 
guided. It imposes punish- 
ment on the citizens of the 
indebted country for the sins 
committed by donors and 
the governments they sup- 
ported. Why should the Con- 


period. Few governments 
can implement the required 
reforms without generating 
considerable opposition - 
and emerging, democracies 
usually have elections every 
tour or five years. If donors 
want to promote both eco- 
nomic reform and demo- 
cratic transition they should 
provide - incentives for 
elected governments to reap 
the benefits of significant 
debt relief within their term 
of office. 

Among the 33 African 
countries classified as highly 
indebted, only Uganda has 
received debt reduction 
under the HIPC initiative. 
.And Uganda bad to wait 
until this year even though 
the government had been 

implementing IMF supported 
adjustment policies for -more 
than six years. Only three 
other countries are on track 
to receive relie f before 2000: 
Cdte d'Ivoire and Mozambi- 
que in 1999 and Burkina 
Faso in 2000. 


The argument of moral hazard 
punishes the citizens of the indebted 
country for the sins commited by 
donors and governments 


golese citizens who suffered 
under the Mobutu klepto- 
cracy be responsible far pay- 
ing the external debt that 
Mobutu deposited in Swiss 
and French bank accounts? 

When western govern- 
ments cancelled Germany’s 
external debt in 1953, they 
helped to sustain the post- 
war German economic mira- 
cle. Ironically, Germany, 
Japan v n d Italy ere adamant 
opponents of cancellation of 
poor countries’ debt . 

In 1996, the World Bank 
and IMF initiative to help 
“Heavily Ind ebted Poor 
Countries (HIPC)? was her- 
alded as a resolution to the 
debt crisis. The initiative is 
certainly an improvement on 
earlier debt rescheduling 
practices because it 
addresses the problem of 
debt sustainability. But It is 
still flawed. 'It requires six 
years of IMF-approved 
adjustment policies before a 
country can qualify for debt- 
reduction. This is too long a 


I .inking debt cancellation 
to. IMF approval undermines 
ownership of the refonn pro- 
cess. There is ho evidence 
that IMF policies have initi- 
ated sustained growth any- 
where in Africa. And IMF 
policies are not always 
appropriate. Under IMF aus- 
pices, many countries have 
liberalised interest rates by 
auctioning treasury hliiw in 
thin markets before reducing 
fiscal deficits. As a result, 
the domestic cost of debt ser- 
vicing has skyrocketed, 
worsening government 
finances. Yet a government 
that refuses to liberalise 
interest rates may fail to 
qoaU&fbra debt reduction. 

Anyway, the HIPC defini- 
tion of “sustainable debt” is 
wrong for many poor coun- 
tries. On its definition, the 
the net present value of the 
debt can be up to 250 per 
cent. of exports and 200 per 
cent of government revenue 
and the cost of debt service 
can be 20-25 per cent of 



exports. 

For many countries, low 
commodity prices far exports 
or poor rains can cause accu- 
mulation of debt payment 
arrears. Discounting future 
streams of debt will underes- 
timate the future debt crisis 
in countries where nominal 
exports in dollar terms are 
not growing as fast as the 
discount rate. Debt relief 
should be generous enough 
to ensure that the country 
will not need it a gain . 

The debt sustainability 
measures ignore current rev- 
enue to debt servicing ratio. 
The debt servicing is not 
only a balance of payment 
problem, but also a fiscal 
one. 

Oxfam, the UK-based 
development charity, has 
argued that governments in 
poor countries transfer four 
times more in debt payments 
than they spend on health 
and education. Governments 
can increase budgetary allo- 
cation on education and 
health by reducing other 
expenditure, such as on the 
army. But governments 
implementing structural 
adjustment programmes are, 
in many cases, operating an 
IMF-approved cash budget in 
which debt servicing is the 
first priority and fiscal defi- 
cit targets are set excluding 
external transfers. It is 
becoming politically difficult 
in emerging democracies to 
give the first priority to ser- 
vicing domestic and external 
debt 

In these circumstances, 
the morally right thing to do 
is to wipe the slate clean. 
Writeoff all the debt of low- 
income countries and malro 
new aid available only to 
those countries that have 
policies for long-term devel- 
opment, the protection of 
human rights and /demo- 
cratic t ransition 

Unfortunately, this moral 
view does not exist in west- 
ern governments. Even the 
gTbn required by the IMF to 
finance the HIPC is not yet 
in place. Meanwhile, African 
poverty deepens. 

The author is senior research 
fellow at the World Institute 
for. Development Economics 
Research of the UN Unhxr- 
Helsinki and axis a 
presidential candidate in 
Tanzania in 1935 
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After Russia’s 
devaluation 




The Russian government denies 
foat yesterday's announ cemen t 
amounted to either a devalua- 
tion a default on its debt So 
great Is the confusion that the 
precise Implications are, as yet 
unclear. What is not, is the 
need to rescue reform from the 
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The letter from George Soros, 
published in the FT last Thurs- 
day, proved the final blow. Yet 
the decision to accommodate a 
devaluation of up to a third, 
restructure domestic debt and 
impose a 90-day moratorium on 
repayment of capital to non-res- 
idents must be a damaging 
blow to credibility. Tbe founda- 
tions of Russia's success in low- 
ering inflation and the willing- 
ness of Its government to meet 
its obligations have both been 
called into question. 

For this the oatside world 
bears part of the blame. Yester- 
day, Michel Camdessus, manag- 
ing director of tbe International 
Monetary Fund, expressed his 
hope that “the government’s 
pfrtnnmir programme win con- 
tinue to be implemented in 
hill'’, allowing the second 
tranche of the $ll.2bn pro- 
gramme agreed on July 20 to be 
disbursed. Yet the principal 
purpose of . that programme was 
to prevent what has happened. 
This demonstrates that a tradi- 
tional IMF programme, with its 
tranches' and complex condi- 
tionality, cannot deal with the 
crisis of confidence that Russia 
has confronted. 

Tbe lesson has been painfuL 
But the government has to 
learn from it. Its immediate 
tasks are four. 

First, it has to come up with a 
basis for monetary policy that 
is less vulnerable to crises than 
tbe regime it has been forced to 


abandon. There are only two 
al terna tives: domestic inflation' 
targeting and a currency board. 
Given the obstacles to establish- 
ing credibly autonomous insti- 
tutions, the case for the latter, 
in this instance at least, 
deserves consideration. 

Second, the government must 
persist with fiscal reform «tiH 
stabilisation. It must ai«n 
lengthen the maturity of its 
debts. In doing so, it needs to 
find ways to guarantee the real 
value of its obligations, thereby 
reducing the massive inflation 
premia in interest rates. 

Third, it needs to re-establish 
the credibility of Russian bor- 
rowers in foreign markets. For 
this, the m o ra to ri u m on exter- 
nal payments needs to be tem- 
porary, with future controls 
imposed on inflows rather than 
on subsequent outflows. 

finally, there must be a plan 
for dealing with vulnerable 
banks. The government may 
wish to save the Ranks belong- 
ing to the country’s financial 
oligarchy. This would be a seri- 
ous mistake. The only bank of 
importance to the public at 
large is the old Savings .bank, 
Sberbank. The others are too 
small to matter. They should be 
permitted' either to fafl or to be 
bought by foreigners. 

Russia has suffered a defeat, 
one that could turn into a disas- 
ter, not Just for Russia, but for 
the world. The, government 
could fail, President Yeltsin's 
authority could be destroyed 
and the country could again 
suffer an inflationary collapse. 
The task ahead is to minimise 
these risks. Given Russia's 
political fragility, this will need 
foreign patience and support It 
may not be easy to go forward. 
But it can, and must, be done. 
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Last month Alan Greenspan gave 
a clear warning on inflation. 
Many observers welcomed the 
comments of the chairman of the 
Federal Reserve to Congress as a 
hint that he stood ready to raise 
interest rates if necessary. But 
the balance of risks is now shfft 
ing. The US economy may be 
slowing. Turmoil is growing in 
the world economy. As a result, 
what the open market committee 
meets today, it should leave 
interest rates unchanged. 

So for in this remarkable US 
expansion, the risks of tight 
labour markets and domestically 
, generated inflation have been off- 
-set by deflation imported from 
Asia. This is an unstable balance, 
but three things have changed 
since Mr Greenspan’s testimony. 

First, and partly as a result of 
his warning, the stock market 
has cooled considerably. To date 
asset price inflation - with its 
consequent wealth effects - has 
posed a for greater threat than 
consumer price inflation. The 
Dow Jones Industrial Average 
has fallen 10 per cent from its 
peak. The fall in smaller stocks 
has been more pronounced. This 
is good news for the Fed. 

Second, after unsustainable 
A growth in the the first three 
months of this year, output fell in 
the second quarter to its slowest 


rate since 1995. Retail sales and 
employment fp-owth slowed in 
.July and inflation !is still 
nowhere to be seem Less comfort- 
ing, unemployment remains 
below 5 per cent, with wages ris- 
ing faster now than any time in 
the last four years. But if the 
stock market remains subdued, 
the Fed's forecast for growth of 
3-3K per cent, falling to 2-2% per 
cent next year, Inking some of 
tbe heat out 1 of foe economy with- 
out tiie need for monetary inter- 
ventionjooks plausible. 

Third, it is cleat that foe inter- 
national economy bna measur- 
ably worsened. Asia's crisis con- 
tinues -unabated. Japan remains 
unable to provide the leadership 
desperately, needed, and tbe yen 
continues to £alL The crisis In 
emerging markets has now 
engulfed Russia, and could go 
ftutber. This is no time for mone- 
tary ti ghtening 

The greatest hope for the world 
economy is that tbe US will con- 
tinue to be a motor of growth. If 
domestic inflationary pressures 
worsen, the Fed will have to 
tighten its monetary stance- But 
for now, it needs to tread with 
exceptional care. Its mandate 
covers only the domestic econ- 
omy but a collapse in foe world 
economy would be as disastrous 
for US as for everyone else. 


Congo’s crisis 


Central Africa is facing its 
gravest threat since the Congo 
dvjl war to the early 1980s. FSf- 
;een months after Laurent Kabi- 
la’s troops forced President Mob- 
atu Sese Seko-to flee, the fanner 
Zaire, renamed Congo once more, 
s on tbe verge of disintegrating- 
With rebel forces advancing 
igain on tbe capital, the country 
js in danger of breaking into 
0 mtonomous fiefdoms, creating a 
lower vacuum with the capacity 
n destabilise the entire region. 

In 1997, the west was concerned 
nit relieved to see Mobutu 
leposed after years of corrupt 
■ule. This time round, the ifiter- 
Mtional community is sitting on 
he sidelines, and even the UN 
ias yet to pay serious attention. 
3iven the complexity of the prob- 
«n thte may be understandable; 

nxt given what is at stake, it is a 
trave error. 

There is no easy option in the 
torso. Mr Kabila has proved a 
joor successor to Mobutu. Hjs 
efusol to co-operate with a UN 
nvestig&tion into allegations of 
illings of refugees by his forces 
M. ofit him international support 
” lining companies held back 
ecsuse of failure to provide a 
c liable business environment 
ly failing to control security on 
tis eastern border, he has lost 

he backing of the two countries 


which helped bring him to power 
- Rwanda and Uganda. 

Both now appear to be support- 
ing the rebel forces, who are pri- 
marily Tutsfs from foe east of the 
country. They are no more repre- 
sentative of -the extraordinary 

ethnic diversity of this vast for-, 
mer Belgian colony than any 
other group. - 

The- danger is that Mr Kabila 
will retreat to his regional 
stronghold of Shaba, heart of the 
copper and cobalt mines, and 
lead a secession. It is this pros- 
pect reminiscent of the region’s 
breakaway to the 1960s, font has 
prompted efforts by neighbouring 
states to broker peace. 

It is doubtful they can succeed. 
They are divided, and lack the 
resources to intervene in what 
would be a prolonged peace- 
making effort The OAU is frying 
to mediate with a separate mis- 
sion, as is South Africa. There is 
more confusion than consensus. 

It is a situation crying out for 
impartial outside assistance. Kofi 
Annan, the African UN secretary- 
general should consider visiting 
the region to report on what can 
be done. And if -President Bill 
Clinton meant what be said when 
he toured Africa with en t husiasm 
Just four months ago, he should 
be prepared to provide active US 
• support. 


Ghosts of Republicanism 

The Omagh bomb provides Gerry Adams with a gruesome opportunity 
to draw a line in the, sand, argues John Lloyd 


E arly on Saturday even- 
ing at the. Clifionvffie 
Supporters Oub in tbe 
heart of nationalist Bel- 
fast, the news drifted In that 
there bad been a massive bomb 
in Omagh As the Hatafia pQed 
up. foe drinkers became agitated; 
these men , who might have gone 1 
so far as to cheer previous IRA 
attacks an Loyalists, were soon 
shouting angrily. The bomb, they 
suspected, had killed their own. 

And so it had. A Royal Ulster 
| .Constabulary intelligence official 
said yesterday that at least three 
femjhes who were Sinn Fein sup- 
porters had sustained «j«na ltjpg. 
That fact has presented Gerry 
Adams, the president of Sinn 
Fdin. with a novel pressure from 
below - to root out, to inform on, 
or to take retaliatory action 
against a group of Republican 
bombers.' 

That this should be so, high- 
lights a- hideous phenomenon 
that has made Itself apparent 
store the Good Friday Agreement 
of April 10 established tbe consti- 
tutional and institutional basis 
for governing the province by 
both of its political-religious com- 
munities. This is tbe phenome- 
non of progress through honor. 

The first case of tins was some 
five weeks ago when, to the small 
hours of Sunday July 12, some- 
one threw a firebomb through 
|, tbe window of a council house an 
an estate in Ballymoney, to 
North Antrim. Three small boys 
of the mixed Protestant/Catholic 
family within - were burnt to 

rlftHth '- 

The revulsion at what was 
widely believed to have been the 
work of a Loyalist extremist 
(though there is as yet no proof 
of this) punctured like a pricked 
balloon the massive Unionist pro- 
tests against the re ro u tin g of tbe 
Orange Order’s most sacred 
march, to and from Drumcree 

rbtrtY-Vi 

David Trimble, the main 
Unionist leader and then just 
elected as Ulster’s first minister, 
had thought privately be could 
not survive these protests. Sud- 
denly, through the immolation at 
Ballymoney, the crisis disap- 
peared. 

The much greater, and still 
more nauseating - because more 
deliberate, and apparently more 
cruelly calculated to slaughter - 
sacrifice at Omagh could have a 
rfmflar effect. Thoug h delivered 
from Unionist fury over Drum- 
cree, Mr Trimble remained under 
fierce attack from hardline 
Unionists in Ian Paisley’s Demo- 
cratic Unionists, Robert McCart- 
ney’s UK Unionists and within 
his own Ulster Unionists for not 
producing decommissioning of 
IRA weapons. 

A still sharper test awaited him 
next month, when bis Cabinet 
would be appointed and, by right, 
Ston F6ia would claim two seats 
in it for Mr Adams and Martin 
MeGutaness. 

But Mr Adams was underpres- 
sure, too. Over the past two 
weds, he- has been complaining 
to his associates that be is losing 
senior people to the Real IRA. the 
ultra-pure splinter group led by 
Bernadette Sands, sister of the 
IRA operative Bobby Sands who 
martyred himself on. a hunger 
strike to prison in 198L 
Mr Adams had beat - unusu- 
ally for such a suave public per- 
former - tetchy and dismissive 
when called on to condemn vio- 
lence unequivocally. His refusal 
to do so blew back on Mr Trim- 
ble, narrowing the first minis- 



ter’s room to manoeuvre the 
Unionists towards testing Mr 
Adams and his commitment to 
the agreement 

Now, says Arthur Aughey, a 
political scientist at the Univer- 
sity of Ulster, Mr Adams has the 
opportunity “to show -that he is a 
statesman, rather than one who 
simply rationalises IRA behav- 
iour 5 *. 

He adds: “There will not be a 
better time, Rmn Fein always did 
have to proVe themselves. There 
is no reason for democrats to 
take them an trust and no clear 
evidence even now for them to do 
so. Now,' Adams can do it with 
the least cost to himself" 

If be does so, this supremely 
calculating man must now be 
thinking, he may draw a line 
much thicker than he has so far 
wished to do beneath toe IRA’s 
traditional way of doing things. 
In existence for a century, the 
central part of the creed has been 
that violence must be used to 
force the British out of 
Ireland. 

Such a decisive step would con- 
flict with his own inclination to 
keep his position ambiguous. The 
fact that Mrs Sands is the titular 
leader of the Real IRA is resonant 
with a meaning Adams well 
understands. Through her, the 
fink is made with foe martyred 
brother Bobby, whose emaciated 


corpse joins the pantheon of 
Republican heroes right back to 
Pearse and Connolly and the 
other rebels of the 1916 rising. 

The Real IRA clamm the legiti- 
macy, not of mere elections or 
refgrendums, but the more mysti- 
cal one of foe great national task. 
This is what Pearse referred to, a 
little before the Easter Rising, as 
the national “ghosts", saying 


Adams must show 
. he is a statesman, 
rather than one who 
rationalises IRA 
behaviour 


that “the ghosts of a nation 
sometimes ask very big things 
and they must be appeased, at 
whatever cost" 

These ghosts are now at Mr 
Adams’ back. 

Those phantoms, and that 
weight of history, may be too 
strong to allow Mr Adams to give 
the commitment he must - to 
progress on decommissioning 
and to an unequivocal renounce- 
ment of violence - if tbe peace 
agreement is to stay intact. 

Mr Adams will have to act 


swiftly if events are not to run 
away beyond his control, an both 
his own and on the Unionist side. 

How quickly the mood, and 
with it the political roam to man- 
oeuvre, could change was in evi- 
dence in and around Omagh yes- 
terday. There really was a deadly 
silence; people did not go to 
work, but huddled on the street 
reading newspapers or staring 
Into space. 

to. foe tittle village of Beragh, 
hear Omagh, the silence was 
even deeper and more oppressive. 
The village lost six in the bomb- 
ing, including three generations 
from the Chimes family. Lorraine 
Reed, a former's wife shopping 
with her two children, was 30 
yards from the explosion, inside 
her car. She survived unhurt, 
though shocked. Yesterday she 
said: “The kids seem okay. 
They’re forgetting it and Td like 
to keep it that way. But I can’t, I 
won’t." 

When that shock abates, when 
the silence ends, there may be a 
groundswell from the Unionist 
community that will have no 
truck with nice distinctions 
between various kinds of Repub- 
licanism; that will demand that 
their representatives recoil from 
any contact with Mr Adams or 
with Sinn Fdto. 

And there could be worse. It is 
hideous to contemplate, but the 


Real IRA, or the other 
like-minded splinter groups, may 
have more mayhem to cause, to 
the scale and savagery of the 
attack, the Real IRA may have 
crossed the threshold between 
what Dr Bruce Hoffman, an 
expert on terrorism at St 
Andrew's University, calls “old* 
and “new” terrorism. 

Speaking yesterday from New 
York, Dr Hofflnan said that “the 
IRA was W terrorism to the 
sense that it recognised some 
restraints and bad a precise goal 
The new terrorism is distin- 
guished by not having any obvi- 
ous restraints and wishing to 
cause maximum suffering and 
chaos. The Omagh bomb had 
some hallmarks of this." 

If that happens, and even if it 
does not, more and more Union- 
ists who bad verted fix* the agree- 
ment may come to believe what 
Mr McCartney of the UR Union- 
ists calls the nightmare scenario: 

that ITrri nniqm talren in by the 

“good cop” Mr Adams when he 
holds out the prospect of peace, 
but is then beaten up by “bad 
cop" the Real IRA, which retains 
the right to use violence. 

Apparently quite different, Mr 
McCartney argues, these two 
“cops'* are in league. Mr Adams 
and Sfan F6in can extract more 
and more, implicitly or explicitly 
pointing to the Real IRA as proof 
of what will come if they do sot 
get what they want 
Sinn F&n has expressed out- 
rage at the Omagh bombing. But 
it has also stuck to its agenda. 
Speaking yesterday from Derry, 
Mitchell McLoughlin, the Sinn 
Feta chairman, said that any 
decommissioning of weapons - a 
central demand of Unionism - 
could only happen if substantial 
progress was made on creating 
North-South institutions. These 
are the bodies about which 
Unionists have most suspicion. 
“In this context, we can talk 
abont disarmament and make 
other concrete steps," said Mr 
McLoughlin. “Otherwise every- 
thing is at the level of propa- 
ganda." 

But Omagh has changed that. 
It means that Sinn Feta must 
prove some thing more *h»n 
before. It must prove that the 
present men of violence are no 
longer in the same family that, 
on the contrary, they are now 
shunned and loathed so much 
that Stan Fein would be prepared 
to assist the police in finding 
them and their weapons. 

to a recent article to the Times 
Literary Supplement, Michael 
Mansergh, foe chief adviser to 
Bertie Ahem, toe Irish prime 
minister, wrote that “ideological 
rigidity is nearly always associ- 
ated with tbe politics of failure, 
as tbe real and the ideal move 
further and further apart". He 
had in mind, precisely, Republi- 
can splinter groups. 

Mr Mansergh is confident of 
their failure because he believes 
that Sinn F&n has now joined 
toe Republican mainstream to 
. recognising that Northern 
Ireland will stay British as long 
as the majority of its population 
wishes it Mr Adams has been 
provided with a gruesome 
opportunity to prove him 
right 

Certainly, few know tbe Repub- 
lican spirit better than Mr Man- 
sergh. But even he may be too 
sanguine about the Sinn F£ta 
president The ghosts of Mr 
Adams’ republicanism have not 
been exorcised; they hang over 
Omagh yet 
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Borislow dials a 
new number 

Wall Street wasn’t especially 
surprised yesterday when Dan 
Borislow, colourful chairman of 
US long-cfistance telecoms outfit 
Tol-Save, announced that the 
company had faffed to sell Itself 
off and would instead spend up 
to $30Qm buying back stock to 
boost its flagging share price. 

In February, Tef-Save hired 
Salomon Smith Barney to advise 
on a sell-off and claimed it was 
In talks with a number of suitors, 
sending shares soaring to $30. 
But a series of statements that 
an amoun cement about a deal 
was imminent came to nothing 
and Boristow*3 credibility took a 
tumble, as efid the stock - to 
sound $12. 

At a press conference 

yesterday Borislow claimed that 

“if it was not for me spouting my 
mouth off In the press," foe price 
would still be around $30 and 
claimed that loss-making 
TePSave was in talks to spend 
up to $600m on an acquisition. 

He welcomed the end Of the 
sen-off saga because it would 
“get this monkey off my back* - 
just the latest In a Tine of animal 
analogies the company has used 
during its recent troubles, ft once 
said that if a deal, was 
announced "goats wfll tun Into 
horses overnight - . 

tf the stock price doesn't start 
moving in the right direction, 
anxious Investors may start 


hunting tor a certain breed of 
goat at Tei-Save - a scapegoat 

Soap opera 

Perhaps BUI Clinton should have 
gone to WKS for advice on 
dealing with Monica Lewinsky's 
somewhat &ubby dress. The Tel 
Aviv advertising agency’s new 
television ad tor Lever Israel 
proclaims that Biornat 2000 
detergent can handle even the 
nastiest “DMA stain". 

In a dramatic film, FBI agents 
snatch a filthy frock from foe 
home of one Monika Lavinsky - 
a name carefully chosen to avoid 
confusion with any real person. 
After a rigorous wash in Biomat 
2000 , the agents report that the 
dress is "whiter than white". 
Mission control replies: “White? 
But it’s a blue dress.” The agents 
have boobed - an extra touch of 
credibility in the country that 
produced Mossed. 

Helmut’s henchman 

Chancellor Helmut Kohl seems to 
reckon that Germans area 
conservative lot when it comes 
to putting their cross in the ballot 
box and Is gathering tried and 
famffiar advisers in the run-up to 
next months’ election. 

Yesterday, Lothar Spath was 
picked to heed a group of 
advisers on “the future and 
Innovation”. Currently the top 
man at Jenopptik. one of the few 
industrial success stories to 
come out of formerly communist 


eastern Germany, Spath is best 
remembered tor his time as 
premier of the wealthy southern 
state of Baden-WQrttemberg in 
the 1980s. 

He left after an unfortunate 
scandal involving over-enjoyment 
of corporate hospitality but not 
before acting as ringleader in a 
failed plot to topple Kohl as party 
leader - a pedigree that makes 
him an odd choice to help the 
chancellor In his hour of need- 

Maybe times are too desperate 
for even an old bruiser tike Kohl 
to bear grudges. Or maybe the 
Joke is on Spath - tf Germany's 
notoriously wonky opinion polls 
are correct, the only innovative 
advice he'll be.giving Kohl is on 
retirement planning. 

Gang warfare 

if Japan's soKafya gangsters put 
as much ingenuity into genuine 
businesses as they do into 
covering up their extortion 
rackets, the Japanese economy 
wouldn't be in such a mess. 
Japan Airlines's confession 
yesterday that its extortion 
payments went to a company 
that supplied artificial pat plants 
Is just the latest evidence of the 
hoodlums* ability to dream up 
moneysplnnfng wheezes. 

Restaurateurs who didn't fancy 
being barbecued in their own 
kitchens paid over the odds for 
hot towels. Companies paid large 
subscriptions tor tatty magazines, 
generous rents for employees’ 
holiday homes and top yen for 


sokafya demolition services - 
motto: let us demolish your old 
bufkfings for an inflated price or 
we'll demolish you. 

The extortionists aren't always 
discreet Hardly a day goes by 
without loud Insults and 
scandalous allegations being 
broadcast from a sound truck 
somewhere in Tokyo - a sure 
sign that a nearby company 
hasn't kept up the payments. 

Fleeced 

A French hill farmer is tending his 
flock when a Range Rover rolls 
up the track. The driver wants a 
sheep to roast for a party and 
suggests a wager. "If I guess the 
exact size of your flock, you give 
me foe sheep of my choice." 

The farmer, reckoning he's on 
safe ground, accepts and the 
visitor plumps for 432. The 
farmer whistles up his sheepdog 
and pens the sheep. There are 
432. "Fair enough," he says, 
“choose your sheep." 

As the visitor shunts his trophy 
into the car, the farmer bets that 
for the return of the animal, he 
can tell the stranger where he 
fives and what his Job is. The 
visitor accepts. 

“You live in Brussels and you 
work for the European 
Commission's agriculture 
directorate,” says foe farmer. 
"Who but a Eurocrat would know 
the exact number of sheep in my 
flock? And who else, given 432 
sheep to choose from, would 
take foe dog?" 


100 years ago 

French Transatlantic Cable 
Brest, 17th August The new 
transatlantic cable between 
Brest and North America was 
completed last night and 
communication was 
established this morning with 
Cape Cod. The line belongs to 
the Compagnie Frangaise des 
Cables TeJegrapWques, whose 
means of communication with 
America are now doubled The 
cable has been constructed 
under foe supervision of 
Government engineers. 
President McKinley and M. 
Faure, on the occasion of the 
opening of the new cable from 
Cape Cod, exchanged direct 
congratulations upon the good 
relations between the United 
States and France. 

50 years ago 

Weight Without Watt 
Advertisement *KJ_M. are the 
hauliers of the air. More than 
fifty of the most important 
marketing centres of the world 
are served by fast K.LM. 
freighters carrying anything 
from livestock to heavy 
machine parts. Full particulars 
from freight agents and from 
K.LM. Royal Dutch Airlines In 
London, Manchester, Glasgow 
and Dublin.” 
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Rouble trouble 


Russia’s government has panicked. The 
risk now is that its people will too. Taster- 
day's devaluation of the rouble was not 
strictly necessary to deal with the source 
of the financial crisis - the fiscal mess. A 
forced rescheduling of the government's 
short-term debts, also contained in yester- 
day’s of measures, «njght have 

done the trick. But now the rouble has 
been devalued, it could turn Into a self- 
validating free-fall 

Given the prospect of higher inflation, 
Russians have every reason to protect the 
value of their savings by exchanging rou- 
bles fra- hard currency. The go v ern m ent 
is, of course, hoping to stop such capital 
flight by locking the gates. The worry is 
that this will heighten the sense of panic. 
And capital controls may have li mi ted 
success, not least because Russians are 
ingenious in in finding their way around 
any rules. 

Meanwhile, the rescheduling of rouble 
debts and the moratorium on foreign 
debts could shut Russia off from the capi- 
tal markets for many years. In the short 
term, the government may not mind. 
After all, it has not been able to barrow 
money in recent mmitiM on anything but 
the most usurious rates. And reschedul- 
ing short-term debts pt«»tis the immediate 
funding crisis is over. The snag is that the 
problem may Jnst pop up elsewhere - in 
the banking sector. 

Yesterday’s moves amount to a virtual 
declaration of bankruptcy not only by the 
government but by Russia’s- banks too. 
They win not be allowed to pay their 
foreign debts and it is doubtfiU whether 
many can pay their domestic depositors 
either. The government promises to inject 
Humility into the biggest, but where is it 
going to find the funds? Either the injec- 
tion will be short-term only or the govern- 
ment win have to print money. In both 
cases, Russian savers might think it wise 
to take their money out while they can. 

With the comers lone of his economic 
policy - a stable rouble - crumbling, 
Boris Yeltsin's credtbhty has taken yet 
another blow. This will make it all the 
more difficult for bis government to push 
ahead with unpopular budgetary reforms 
in the face of a hostile -parliament. 

International investors worry that Rus- 
sia Is “Indonesia with nukes”. And, 
indeed, the geopolitical consequences of a 
complete collapse would be alarming. But, 


Qmn^itapfiBctailBfBao8Mri»<^ 
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Rcubto Yds Won Bate IkpMi 


short of that Russia's economy is not 
huge so financial fan-out elsewhere 
should be containable. 

IMF plus 

Financial markets are the weather- 
vanes of the capitalist system - discerners 
and arbiters of fair and foul news afriK»_ 
But is it possible, at least in emerging 
markets, that their excesses have become 
part of the problem? Many developing 
economies have been battered to the point 
where the severity of the financial trauma 
has aggravated the underlying economy. 
The shriek of distress yesterday from Rus- 
sia was simply the latest example. 

Can anything be done about this? Most 
proposals, like a tax an foreign exchange 
transactions, are heavy-handed. But a 
solution involving expanded powers for 
the International Monetary Fund may 
bear examination. The IMF ignite large 
sums to distressed economies, accompan- 
ied by stringent, macroeconomic stabilis- 
ation programmes. But these medium-- 
term plans suffer when seif-feeding pessi- 
mism drives prices ever lower. 

They would stand a better chance if the 
IMF warp able to engender a suitable 
backdrop of market stability. Instead of 
haing a lender only, why not allow the 
IMF to back its Judgment to the market 
by betting as well? 

The two approaches, of course, would 
have to go fraud to fraud; market interven- 
tion would make sense only if hacked by a 
credible restncturtog initiative. Like an 
investor, the IMF would need to believe 


its intervention activities would generate 
profits. Such a weapon in the IMF’s 
arsenal would be a recognition that prices 
can overshoot and cause flamag w , and that 

thte rigrunff p can be ipiHgafp^ Thp aim 

would not be to obstruct the disciplinary 
effect markets can exert bat to cnzb 
des t r uctive excess. The best way of ach- 
ieving this, of course, is for countries to 
follow market-friendly policies in the first 
place. If they are not willing to help them- 
selves, even a beefed-up IMF would be 
little help- 

US M&A 

Is the US merger boom starting to fray 
at the edges? Over the past 10 days, 
United Healthcare's takeover of Humana 
has collapsed, Teflabs' merger with Ciena 
ten come under pressure and Cendant fr*» 
admitted it will have to renegotiate its 
acquisition of American Bankers Insur- 
ance. 

The surest way to kill a deal is to dis- 
cover a problem at the acquirer which 
hits its shares, devaluing them as an 
acquisition currency. II took only two 
days for Humana to walk away after Unit- 
ed's horrendous profits warning. Cendant, 
whose shares have ainn collapsed since 
April, is trying to offer ABI investors 
more cash instead. But even if its balance 
sheet can take the strain, it will lose the 
favourable accounting treatment possible 
under a stock deaL 

A profits warning from the target com- 
pany, as in the case of Ciena, may be less 
int ractab le, providing it does not invali- 
date the deal’s strategic merits. It then 
becomes a question of renegotiating the 
terms - though any predator trying to 
squeeze its merger partner too bard will 
be aware that British Telecommunica- 
tions lost MCI to WorldCom this way. 
Target companies aze even using this to 
their advantage: DSC Communications, 
being taken over by Alcatel, has disclosed 
that it bad other interested bidders and 
can return to one of them if Alcatel's 
shares fall below a certain price. 

At the moment, these collapsing deals 
are still isolated examples, triggered in 
each case by specific bad news from one 
of the companies involved. Nevertheless, 
they are a timely r eminde r of the vulnera- 
bility of stock-for-stock transactions to 
anything but a roaring bull market 


JAPAN'S PM FEARS ‘MARKET ORDER' COULD BE UNDERMINED BY FULL DETAI LS 


Obuchi to withhold results 
of national banks audit 
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By GW» Tatt amt 
Alexandra Harne y te Tahyp 

Keizo Obuchi, Japan’s prime 
minister, refused yesterday to pub- 
lish the results of an audit into the 
country's largest hanks becanse it 
Tni gfrf mviwipTO “market order**., 

He told parliament: '’Disclosing 
the results of inspections of specific 
financial institutions would not be 
appropriate." But Mr Obuchi said 
they would consider disclosing com- 
bined data on the 19 largest banks. 

Investors had hoped the govern- 
ment would introduce more traps* 
patency into the banking sector with 
its audit, which last mouth - 

-and is likely to be completed fids 
autumn. 

Mr Obuchf s cnpnwwpfr i cmne tfg 
another bad day to the Japanese 
stock market, as anxiety. &bmtf the 
state of Japan's financial sector con- 
tinued to rise. 

The Nikkei 225, the key.stock mar- 
ket indicator, dropped below 1&0OO 
with a 2.18 per amt tell to dose at 
14.794.68, - partly due to a sharp 


Fear c 
to cut 


By Fartua BofcinrHn Mare 
and Agendas 

The US yesterday shut its 
toformation centres to Pakistan tem- 
porarily and prepared to wittafraw 
non-essential diplomatic staff, 
because of the “very serious threat" 
of violence to its facfljtire and citi- 
zens. On Sunday, the US State 
Department warned Americans 
against travelling to Pakistan. 

Yesterday's decision followed con- 
firmation by Pakistan g, 
described as an “Arab national" bad 
been arrested by Pakistani 
an suspicion of involvement in the 
bombing of 118 embassies to Kenya, 
and Tanzania 10 days ago. 

He was nmnwi as Mohammad 
Sadik Hbwaida, 32, but officials indi- 
cated that could be a false identity. 
One government official in Islama- 
bad said Washington's decision may 
have been prompted by the arrest. 
“Pakistan could weB be the next tar- 
get for an attack in retaliation for 
the arrest," he said- The State 


dechne in banking stocks- It was the 
«rig ht fr consecutive daily fell- Con- 
cern about the banking sector bos 
arisen partly because the govern- 
ment is expected to announ ce its 
plana soon for tbs troubled Lang 
Term Credit Bank of japan. 

One Japanese newspaper reported 
yesterday that the . government 
would implement draconian 
restructuring- at LTCB.and provide 
make public funds to keep it solvent 
ahead of a planned merger with 
Sumitomo Trust. This ' scheme is 
f a voured by parts of the Ministry of 
Finance and Bank of Japan. . 

However, Mr Obuchi denied the 
report in paiflamant and some politi- 
cians am now privately de m a n di n g 
that the bank should dose. 

Banking shares have also been tot 
by Tnnnqtto n confusion. about the 
government's plans to implement a 
“bridge bank" scheme to wind down 
the operations of failed institutions 
smoothly. 

The government had hoped to 
Implement this scheme rapidly. 
However, the opposition parties 


‘Ttawboreb' rintifrs nerves, Page 4 


prompts US 
in Pakistan 


Department would not comment on 
the arrest 

UB embassy operations have 
already been suspended to Somalia, 
Sudan, CcpgoBrazzaville, the neigh- 
bouring Democratic Republic of the 
Congo (formerly Zaire), and Gutoea- 
Bissou. Non-essential personnel have 
teen authorised to leave Kenya and 
Tanzania and ordered to leave 
Albania and Eritrea. 

The moves come amid speculation 
that Osama bin l aden, a Saudi Ara- 
bian multi-millionaire, who lives to 
write to Afghanistan, was the mas- 
termind behind foe recent bombings 
and that his followers might target 
US missions dsqwhea to the region. 

Western security officials are 
understood to boye tracked Mr Bin 
Laden's movements to recent years, 
ifoiffo g him to a number of tei smw* 
mjJJtafrt groups to the Middle East 
and North Africa. 

. However, Afghanistan's ruling 
Taliban Islamic movement dismissed 
reports that Mr Bin Laden was 
linked to the bombings. 


Analysts in Pakistan warned that 
the US decision to dose its informa- 
tion centres - located to Islamabad, 
Karachi and Lahore - could hamper 
Washington's recent efforts to con- 
vince Pakistan to sign the compre- 
hensive nudear test ban treaty. 

Pakistan's nurin opposition leader, 
Hfltuwdr Bhutto, said the US action 
would add to the challenges faced by 
Pakistan. “This comes at a time 
whan there are other difficulties that 
We are feeing an issues like non- 
proliferation, tense relations with 
neighbouring India and the weak 
economic outlook." 

Businessmen warned that the US 
action would send a negative signal 
to prospective foreign investors, who 
are already worried about economic 
courifrfons in Pakistan. 

sframshad Ahmed. Pakistan's for- 
eign ministry secretary, and Strobe 
Talbott, US deputy secretary of 
state, are expected to meet to Lon- 
don this month for talks in the wake 
of the nuclear tests conducted this 
year by India and Pakistan 
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have threatened to block the 
enabling WB in the Upper House of 
paritement where the ruling Liberal 
Democratic Party lacks a majority. 

The LDP baa offered to amend its 
p frfl a to pass the bill. Akitaka Saiki. 
deputy press secretary to Mr Obuchi. 
said yesterday: “It is a national 
emergency. Even those in opposition 
parties should realise that if we 
waste one day longer to parliament 
that will tp” 11 a bat to the economy 
of tide nation and the region." 

Standard and Poor's, the rating 
agency, said a recent survey of non- 
Japanese fond managers had found 
sentiment “universally bearish" 
about the short-term Japanese out- 
look. Kevin 'Gibson, of Edinburgh 
Fund Managers, said his fond had 
cut investment to Japanese markets 
flram about Elba to £200m over the 
past 18 mnnths “The last year has 
tfpm) go bod that a lot of people have 
given up the ghost There Is still not 
en o u g h sign that, the government is 
acting," he said. 
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Dismal earnings suggest 
trouble ahead for China 

Corporate China's earnings in the first half of 
1998 were expected to be dfeappofrrtfng. They 
^proving to be dismal, suggesting that 
China ssconomy may be less healthy than W 
ctaJ statistics suggest The main causes are 
oversupply and subdued demand - exacer- 
bated by this summer’s floods and ongoing 
state enterprise reform, which threatens to lead 
to mass redundancies. Page 16 

Thai bank rescue fails to convince 

The stock market usu- 

Ttaifltnd v V- fc aWy lakes off when a 
BmotakSETkwiM - ' 9 owemf nent helps pri- 

m . : ■ vate investors recapl- 

t:vv*T ' taliae an aiBng hanking 

. fipC— system. A banking sys- 

■i' J V • tom flush with cash 

. ^rrf can lend, enhancing 

\ economic recovery, 

•: — V\ • and generate profits, 

i a i i,.i i .it- driving up bank shares. 
^ V -*<' So the 3.5 per cent fail 
f - in Thailand’s stock 

market in the wake of the government's $7^bn 
scheme to recapitalise a cx>m of Thai banks is 
sfightiy curious. Page 32 

China counts cost of floods 

The worst flooding in China's modem history 
has started to alter the outlook for world trade 
In a number of key agricultural commodities. 
This summer has been the wettest in decades, 
but also the hottest on record in parts of China, 
and drou^rt has damaged summer output and 
hampered planting of the year's second rice 
crop^ Page 22 

India bond issue to stay open 

The State Bank of India's issue of sovereign 
Resurgent India bonds to expatriate Indian 
investors wilt remain open for a farther week. 
The bonds - intended to bolster India’s foreign 
exchange reserves by appealing to expatriate 
pride - were expected to raise $2bn-$2.5bn. 
Analysts believe the figure wHf now struggle to 
top $2bn. Page 20 

August market turmoil continues 

The turbulence that has affected world markets 
this month showed no sign of abating as an 
effective Russian devaluation, another fall in the 
Japanese stock market and President Bill din- 
ton's testimony In the Monica Lewinsky saga 
were added to the mtx. Page 32 

Opec agreement under pressure 

Another tissue has emerged In the agreement 
of the Organisation of Petroleum Exporting 
Countries to- cut production. Luis Giustf, presi- 
dent of PDVSA, Venezuela's state-run oO com- 
pany, said that even though Venezuela had kept 
its promise to cut production by 525,000 b/d, - 
only Irri h/d had been cut foam Opec's total 
pledged reduction of 3.5m b/d. Page 22 


Roche signals return to takeover trail 

' Swiss pharmaceutical company reports first-half net income up 3% to $1 .6bn 


By WSKbd Hafi In Zurich 

Roche, the Swiss pharma- 
ceutical company, yesterday 
sig n a lled it intended toTetum 
to . the takeover trail to achieve 
its target of becoming one of 
the world's top three pharma- 
ceutical companies. 

Roche has been hit by set- 
bads an drug launches 
has been fafifog behind indus- 
try leaders as smaller rivals 
have merged Into bigger com- 
petitors. 

Henri Meier. Beebe’s 
1 financial officer, told analysts 
yesterday the company 
Intended to be one of the 
world’s top three pWm^y nfi. 


cal rampamto* He was speak- 
ing as Rocha reported a 3 per 
cent inc rease in first-half net 
income to SFriShn (*L6bn). 

Over the last IS months, 
Roche has. spent more than 
SPrlShn on acquisitions to 
become the pleader in diagnos- 
tics and flav o ur s, two of its 

four core businesses es. it Is 

already the global leader in 
vitamins. But in pharmaceuti- 
cals, Roche’s biggest business, 
it do longer ranks arary i g the 
world's fop five companies. 

There has been repeated 
speculation that Roche needs 


to make an acquisition to 
strengthen its position in the 
US. the world's bigges t phar- 
maceutical market Last week, 
HSBC Securities, the UK bro- 
ker, suggested that Astra, the 
Swedish drugs group, would be 
an ideal partner far Roche and 
they would create the world’s 
biggest drugs company. 

VJkram Sahu, of Credit Sui- 
sse First Boston in London, 
said that yes te rday's 2 per cent 
rise in Roche’s non-voting cer- 
tificates. to SFT15.865, reflected 
Roche's assertion that it 
intended to become one of the 


top three pharmaceutical com- 
panies and was poised to 
resume its above average 
growth far the next five years- 

The company's first-half 
results i pdteatpd that the bene- 
fits of last year's acquisition of 
the Boehringer Mannheim 
pharmaceuticals diagnos- 
tics group anif Tastemaker, the 
US flavours company, were 
flowing through more quickly 
than expected. As a result, it 
no longer expected to report 
lower 1998 net income. 

However, operating costs 
jumped more than 50 per cent 


in the first half to SFr6.4hn, 
compared with a 37 per cent 
rise in sales to SFriiShn. This 
reflected a larger than expec- 
ted drop in Twarg hre resulting 
from the heavy marketing 
costs associated with delayed 
launch of Xenical, Roche’s 
weight-loss drug, and the with- 
drawal of Posicor, a powerful 
heart drag. 

The first-half performance 
was also cushioned by the sur- 
prisingly strong SFr809m earn- 
ings on Roche’s cash pile 
which accounted for 29 per 
cent of pre-tax profits. 


Research and development 
spending rose 20 per cent, or 
about half the growth rate in 
sales. But the combination of 
higher amortisation, resulting 
from the two acquisitions, and 
provisions for the Posicor 
withdrawal also led to tester 
than average growth in other 
operating expenses. 

Franz Homer, Roche's chief 
executive, expects margins to 
recover in the second half. 
Xenical, whose US launch has 
been delayed by up to a year, 
Is now being rolled out In 
Europe and pharmaceutical 
sales growth continues to out- 
pace the market by a “substan- 
tial margin''. 


Profits tumble at Toys R Us Largest US waste 


Retailer misses 
out on consumer 
spending boom 

By Bfchari Tomkins is New to* 

ToyB R Us„ the US toy 
company, yesterday became 
one of the few large US retail- 
ers to report a profit downturn 
in the quarter to July. ' 

Net profits tumbled from 
$36. 7m to tlSJSm. as the com- 
pany failed to share in the con- 
sumer spending boom enjoyed 
by other US retailers. 

Without a charge for the 
early retirement of debt, net 
profits would have been 
$15.9m. 

The company said its profits 
were down because it bad an 
unusually strong quarter a 
year earlier when sales were 
boosted by the launch of Nin- 
tendo 64 video game products. 

The previous year’s figures 
were also buoyed by the craze 
for electronic virtual pets and 
by strong of action fig- 
ures based on the Star Wars 
movie trilogy: _ 

However, Toys R Us has 
been struggle with toe deep- 
er-seated problem of tough 
competition from discount 
stare chains »nd membership 
warehouses, which Turn been 
I offering best-selling toys at 
I Iowa- prices. 

As a result, the Toys R Us 
market share has gradually 
declined. In spite of the rise in 
consumer spending, its annual 
> profits have failed to regain 
the $632m peak they hit in 
.1994. “ 

hi the latest quarter, sales at 
US stares open a year cr more 
dechned by 2 per cent Compa- 
rable store sales also declined 
in the international division, 
which was hit by Japan’s eco- 
nomic downturn as well as 



company grows 
with $1.3bn deal 


I 

'i , 



tough comparisons with the 
yearearher period. - 

Revenues were barely, 
changed, edging ahead from 
$lJ»bn to $2.02bn. Diluted 
earnings per share fen from IS 
cents to 5 cents - in line with 
analysts’ expectations. 

Toys R has slowed its store 
opeiing programme almost to 
a halt while it looks far s fresh 
strategy to attract more cus- 
tomers. 

It Jias also been cutting 
costs, partly through heavy 
reductions in inventories that 


have rebounded on toy manu- 
facturers. Yesterday, ft said 
inventories at its US toy stares 
were $22Qm lower than they 
were a year earlier. 

Robert Nakasone, who took 
over as chief executive earlier 
this year, said “excellent prog- 
ress” was being made on a 
number of strategic initiatives. 
Including the appointment of 
more than a dozen new execu- 
tives in key positions and the 
launch of internet sales over 
the company’s website. 

Mr Nakasone said Toys R Us 


was continuing work on a new 
prototype store and expanded 
product offering. The proto- 
type would be market -tested in 
nine existing stores in the 
south-east US beginning In 
October. 

Toys R Us has previously 
experimented with several 
store formats in the US, 
including Kids World mega- 
stores and brighter, more 
attractive Concept 2000 stores 
with better service, but has 
felled so far to find a winning 
formula. 


By tttki Taft it Chicago 

Waste Management of 
Houston, the US’s largest 
waste company, announced a 
$L3bn agreed share-swop bid 
for Eastern Environmental 
Services yesterday as consoli- 
dation continued to sweep the 
garbage industry. 

Waste Management was 
formed recently by the take- 
over of troubled Chicago-based 
Waste Management by the 
smaller USA Waste Services. It 
said that the Eastern business 
would “tuck nicely" into exist- 
ing operations. 

John Drury, Waste Manage- 
ment chief executive, said the 
merger should bring savings of 
about $75m next year and add 
about 5 cents to 1999 earnings 

“The combination will pro- 
vide us with an opportunity to 
increase oar earnings and 
enhance our growth opportuni- 
ties as we head into 1999," he 
said. 

Eastern, which is head- 
quartered in New Jersey and 
has a strong presence in Penn- 
sylvania and Maryland, is an 
integrated waste company, 
involved In collecting, trans- 
porting and disposing of resi- 
dential, industrial and “spe- 
cial" waste. 

It operates mainly on the 
Eastern seaboard and, like 
most companies in the sector, 
has been building up its 
operations through smaller 

aw pilattiriTw 

The Waste Management bid 
for Eastern comes less than a 
week after Allied Waste Indus- 
tries, the fifth largest garbage 
hau l er in the US. announced it 


was acquiring American Dis- 
posal Services for almost 
$90Qm. 

The move makes it the big- 
gest company in the sector 
after Waste and Browning-Fer- 
ris. ADS has acquired about 
100 competitors over the past 
five years. 

Analysts said the consolida- 
tion wave had been driven by 
the Increased capital required 
to operate in the sector as 
environmental rules have been 
tightened and by the earnings 
and sy n er gy benefits of merg- 
ing. 

In spite of the large number 
of transactions which have 
taken place in recent years, 
the industry remains relatively 
fragmented. One analyst calcu- 
lated this year that about 6,000 
individual private companies 
still account for about a quar- 
ter of the $38brta-year market 

Waste Management's shares 
slipped on news of the deal 
and by lunchtime were down 
$1% at $51tt. Eastern shares, 
which, trade on the Nasdaq 
market, were down $1& at 
$30$. They bad been rising 
strongly, having started 1998 
at about $20. 

Last week. Eastern 
announced first-half after-tax 
profits (after certain merger 
costs) of 18.75m on revenues of 
$132 .8m. 

Waste Management will 
swap 0.6406 shares for each 
Eastern share. Lou Paolino, 
Eastern chief executive, will 
stay with Waste for a year, to 
“assist with the integration of 
the assets and help with addi- 
tional market development 
activity". 


Canon enters race to develop 
next generation of TV sets 


JL 


By Alexandra Harney in Tokyo 

Canon, the Japanese camera 
»nd offire equipment maker, 
has joined the race to develop 
the next generation of televi- 
sion sets by linking with a 
group of Japanese companies 
that is developing a wall- 
mounted set. 

Two camps with different 
technologies are contending to 
develop the industry, standard 
to replace the analogue sets 
used now. 

Canon has joined a team led 
by Victor (JVC), the Japanese 
video-cassette recorder manu- 
facturer. to develop a surface- 
conduction electron emitter 
display (SED). 

- This technology is a direct 
challenge to the plasma' dis- 


play panel (POP) screen being 
developed by electronics 
groups such as Fujitsu. NEC 
a nd Matsushita. 

The SED consortium aims to 
begin production of 40in digital 
televisions by 2003. The group 
win use technology from Nip- 
pon Sheet Gass, Japan’s sec- 
ond largest glass manufacturer 
that specialises in liquid crys- 
tal displays and magnetic 
discs, and Noritoke. the ceram- 
ics group that has experience 
in display panels. 

Caecum, which manufactures 
copiers, fax machines and 
printers, as well as cameras, 
has never made televisions 
before, but it said that initial 
tests of a lOin model of toe 
wall-mounted TV would be 
completed by the end of toe 


year. The company would not 
comment on the unit price or 
expected sales volume. The 
size of the Investment from 
each group had not yet been 
decided, it said. 

The move follows the 
announcement last week by 
Fujitsu, the Japanese com- 
puter and electronics group, 
that it would tie up with Phil- 
ips, the Dutch electronics man- 
ufacturer. to market PDP digi- 
tal televisions by the end of 
the year. 

Competition for a share of 
the digital television market 
has intensified amid expecta- 
tions of future growth, ana- 
lysts said. ING Barings esti- 
mates sales of digital 
television sets will jump from 
$3bn In 2000 to $7.5bn in 2005. 
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Pru agrees to sell businesses 
in Australasia to Colonial 


Catalyst 

Catalyst Healthcare (Calderdale) pic 

a consortium of 
BOVIS LIMITED 

THE BRITISH LINEN BANK LIMITED 
RCO HOLDINGS PLC 
S G INVESTMENT BANKING 

£107,000,000 

Project Financing 

of a Design, Build, Finance and Operate contract 
under the Private Finance Initiative 
for a new general hospital in Halifax, W Yorkshire for 
Calderdale Healthcare NHS Trust 

Senior Debt arranged and underwritten by 
HALIFAX PLC • BANK OF SCOTLAND 
Mezzanine Debt provided by S G INVESTMENT BANKING 
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By CMstopMf Brown-Homes 
ta London and Gwen Robinson 
ta Sydney . 

Prudential, the UK’s largest 
life assurer, yesterday agreed 
to sell its Australian and New 
Zealand businesses to- Colonial 
of Australia for A$T.35bn 
(£495m) in cash. 

It is the second big UK. life 
assurer to withdraw from the 
market In the past three 
months following Legal & Gen- 
sal’s sale of its Australian 
business - also to Colonial - 
for A$892 dl 

The sale will give the Pru a 
E200m pre-tax gain and lift its 
net cash to £7Wxa. Analysts 
say fids wIQ increase expecta- 
tions of an acquisition as the 
group wants to expand, partic- 


ularly to gain a UK branch 
network, at the right price. 

Colonial, meanwhile, will see 
its tands under management 
and balance sheet assets rise 
to nearly A566bn from $56hn. 
patting it in the top league of 
Australian financial services 
groups behind the country’s 
four largest banks and AMP. 
the life assurer. 

The Australian life market is 
characterised by intense com- 
petition. fuelled by new 
'entrants and consolidation. 

The Pru. a medium sized 
player, said it was forced to 
choose between pulling out of 
the market or Investing 
heavily to gain critical mass. 

It is toe ninth biggest life 
usurer in Australia and the 
thud largest in New Zealand, 


based on business in force. 

David Doyle, the Pru’s corpo- 
rate finance manager, said the 
Australian operations had suf- 
fered from “a very poor invest- 
ment performance". 

He said the infrastructure 
was bigger than the volume of 
business gained. 

“The returns we were gener- 
ating in Australia were not 
appropriate to our investment 
in that business. We got a very 
good offer from Colonial so we 
decided to sell” he said. 

Analysts concurred, saying 
the sale price at twice embed- 
ded value was a good one. 

Completion of the deal is 
expected on September 30, sub- 
ject to regulatory approval. 
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Africa is world’s ‘fastest growing region’ 


NEWS DIGEST 


By Joel KKazo 


Africa's equity markets have 
escaped the turmoil in other 
emerging markets this year 
and will continue to outper- 
form the sector over the nest 
12 months, according to a 
report from Flemings 
Research. 

The report reveals that 
.since the beginning of this 
year, the Flemings Africa 
Index, excluding South 
Africa, has outperformed the 
ZPC index of emerging mar- 
kets by 18 per cent. 

The out performance is 


reduced to 9 per cent when 
Sooth Africa is included, 
because of the effect of the 
weaker rand on the Johan- 
nesburg market. 

An improving macro-eco- 
nomic environment which 
includes solid growth pros- 
pects. lower budget deficits 
and inflation, together with 
improving political stability, 
are cited among the reasons 
for Africa's advance. 

“In 1998, Africa will he the 
Easiest-growing region in the 
world, with the continent’s 
gross domestic product fore- 
cast to grow by 4.6 per cent 


rising to 4 JS per cent in 1999. 
Africa's growth performance 
reflects steadily improving 
macro-economic manage- 
ment” the report said. 

Researchers at Flemings 
believe there is now greater 
fiscal discipline and that 
has contributed to a sharp 
fall in Inflation since 1992. 

Corruption in Africa Is 
high, but Flemings found it 
to be “below the levels in the 
former Soviet Union and 
Central America. It is cm a 
par with Eastern Europe, 
and only slightly above 
South America and Asia." 


However, the report 
acknowledges the image of 
the continent remains poor 
and says: “Turning this per- 
ception around remains a 
diffi cult task for many Afri- 
can countries, particularly 
since many good performers 
suffer as a result or having 
bad neighbours.” 

The continent remains 
heavily dependent on the 
export of commodities and 
the authors of the report 
suggest this will continue to 
be a source or weakness. 

“This medium-term out- 
look for commodities is 


unlikely to support Africa’s 
reformers. Maintaining 
Africa's growth performance 
will therefore depend criti- 
cally on faster Implementa- 
tion of structural reforms 
that raise the level and effi- 
ciency of investment-” 
Flemings said that 
although holdings in African 
equities in global emerging 
market portfolios had 
increased, with average 
weightings rising Cram 6 per 
cent to 9 per cent, there was 
little switching in and out of 
the gmaitor African markets 
as a whole into other 


Daimler joins 
Shell to study 
fuel cell link 


By Tobias Buck in Frankfurt 


Shell, the Anglo-Dutch oil 
group, and Daimler-Benz of 
Germany announced yester- 
day they would co-operate to 
develop fuel cell technology 
to cut vehicle pollution. 

Shell International Oil 
Products and DBB Fuel Cell 
Engines, a Daimler subsid- 
iary. said they wanted to 
explore linking Shell’s cata- 
lytic partial oxidation (CPO) 
technology, which trans- 
forms conventional fuel into 
hydrogen-rich gas, to DBB's 
fuel cell systems, a technol- 
ogy that converts hydrogen 
gas to electric power. 

Cars powered by fuel cells 
are believed to have reduced 
noise and emissions. 

DBB. in which Ford of the 
US and the Canadian fuel 
cell specialist Ballard Power 
Systems together have a 49 
per cent stake, is a leading 
company in the field of fuel 
cell motors. 
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forecasts 
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At present, DBB’s proto- 
types are supplied with 
methanol or take an hydro- 
gen directly. Bringing the 
two technologies together 
would allow owners of cars 
powered by fuel cells to 
stock up on conventional 
fuel - which would then he 
converted into hydrogen - at 
every petrol station. 

However. Daimler-Benz 
insisted that co-operation 
with Shell did not mean it 
was abandoning methanol or 
hydrogen as possible fuels 
for the development of its 
environment-friendly 
vehicles. 

Daimler has been working 
on fuel cell technology since 
1992 and reaffirmed yester- 
day its expectation that fuel- 
cell-powered cars would 
enter the market by 2004. 

The company says this 
technology will provide 
vehicles- with the same per- 
formance as traditional pet- 
rol or diesel engines. 



Telekom 
steps up 
digital 
drive 


By Frederick SfiMemann 
inBcrik 


Workers nstaU a giant Mercedes car on top of the new M erced es Do ne headquarters In Berlin's 
Fots da mer Plate yesterday. The new headquarters wH be officially opened on October 2 . Reuters 


Thai telecoms JAL admits to 
losses increase racketeer link 


Deutsche Telekom, the 
partially privatised Goman 
telecommunications com- 
pany, is stepping up efforts 
to move into digital televi- 
sion after the collapse of a 
planned media alliance in 
May. 

The company confirmed 
yesterday that several 
channels would launch on 
its digital platform this 

mnnth 

The move is the first 
gigwifirawt step in digital TV 
by Deutsche Telekom since 
its proposed three-way 
alliance .with the media 
groups Kirch and CLT-Ufa 
was blocked by the 
E ur ope a n Commission. 

.. The company will begin 
with the distribution of five 
foreign language channels, 
aimed in part at Germany’s 
large community of “guest 
workers". 

There are also 
negotiations with other 
content providers. These are 
believed to include 
Spiegel-TV, a spin-off of the 
eponymous news magazine, 
and a Hollywood film studio. 
.Some of the digital rbamiplK 
.may be offered on a pay-TV 


Aga, the Swedish energy 
group, yesterday revealed 
lower-tban-expected first- 
half profits, after financial 
items, of SKr9llm ($U2m), 
against SKrifilm last time. 
Average market forecasts 
had been SKr929m, Reuters 
reports from Stockholm. 

The company said prices 
had stabilised in Brazil, but 
pressure continued to be felt 
in western Europe and 
South America. Volume 
growth was also lower than 
in the previous year. 

Operating profits rose 
from SKr836ra to SKr962m, 
although growth had been 
slower in the second quarter 
owing to fewer working 
days, the company said. 

The efficiency pro- 
grammes started in 1998, 
which are expected to give 
savings of SKrSOOm in 2001, 
had not yet had an impact 
on earnings. 

Sales rose 6 per cent from 
SKrT.UTbn to SKrT.47bn, and 
the company said exchange 
rate fluctuations accounted 
for 1.5 percentage points of 
the increase. 

• Du Pont the US chemi- 
cals group, has declined to 
comment on reports that it 
and Elf Aquitaine, the 
French oil group, were nego- 
tiating the sale or Du Pont's 
Conoco unit Reuters reports 
from New York. 

UK newspaper reports at 
the weekend said Elf and Du 
Pont were in talks that could 
lead to a £15bn <£2-3.3 bn) 
offer by the French group. A 
combination of the two 
would have a market capital- 
isation of E35bn and make 
Elf one of the world's five 
largest oil companies. 

Du Pont announced in 1 
May that it was p lanning to , 
spin off Conoco, the seventh 
largest US oil company, 
which it acquired in 1981 for 
S7.6bn. 

Elf also declined to com- 
ment The shares slipped 1 ; 
per cent to FFr690. 


By Ted Bardacke m Bangkok 


Thai telecommunications 
companies reported second- 
quarter losses yesterday, 
with fixed-line network oper- 
ators showing operating 
weakness at a time of rela- 
tively stable currency. 

TelecomAsia, a unit of CP 
Group, which operates 2.6m 
telephone lines in the Bang- 
kok area, said Its second- 
quarter net loss was 
Btl.32bn ($31.6m>, compared 
with a net loss of Bt886m in 
the same period last year. 

Analysts said the loss 
came despite the company 
booking an extraordinary 
gain of Bt2bu from its sale of 
a stake in APT Satellite. 

Thai Telephone and Tele- 
communications, which 
operates l-5m fixed lines In 
provincial areas, said it last 
Bt2.05bn in the second quar- 
ter. compared with a net 
profit of Btl84m a year ago. 

Analysts said the results 
were worrying because they 
were not particularly influ- 
enced by foreign exchange 
fluctuations, which have dis- 
torted the two companies' 
profit statements in the past 
because of their large 
unhedged foreign debt 

In the second quarter, the 
baht depreciated only 
slightly against the US dol- 


lar. falling to Bt42 at the end 
of the quarter from Bt38 at 
the beginning. TelecomAsia 
has about $l-2bn in foreign 
debt, and TT&T about 
$400m. 

TT&T said recently it 
would be unable to meet its 
debt repayment obligations 
unless the government rene- 
gotiated its revenue-sharing 
agreement. Negotiations to 
revise that agreement have 
been stalled for months, and 
resolution is expected only 
when the Thai government 
completes a long-delayed 
plan for privatising and lib- 
eralising the telecommunica- 
tions industry. 

As an example of the diffi- 
cult operating conditions for 
Thai telecommunications 
companies, the mobile tele- 
phone operator Advanced 
Info Service - financially 
the healthiest company in 
the sector - said it lost 
Bt7.9m in the second quar- 
ter, compared with a profit 
of Bt32&n last year. 

Advanced has just over 
$300m in foreign debt, more 
than half of It hedged. 

Advanced’s parent com- 
pany, Shinawatra Computer 
& Communications, fell into 
a Btl.74bn loss In the second 
quarter from a profit of 
Bt579m in the same period 
last year. 


By Alexandra Ramey to Tokyo 


JAL yesterday revealed it 
had been involved in illegal 
payments to racketeers 
linked to a supplier of artifi- 
cial pot plants. 

The country’s biggest air- 
line admitted that company 
executives had paid a total 
of YZL8m ($157,000) to Mori- 
moto Enterprises, a corpo- 
rate racketeer group linked 
to Taihei, a leasing group 
that supplied JAL with fake 
plants. The plants were 
leased for Y5.000 each a 
month, JAL said. The airline 
insisted the problem had 
been nipped in the bud after 
an internal investigation last 
year. Police yesterday 
arrested two members of the 
sokaiya group. 

The leasing contract, 
which began in 1990, was 
cancelled in March 1996 after 
research about the flower 
group produced evidence 
that it was involved with 
illegal activities, it said. 

Isao Kaneko, the airline 
president and Aklo Kobno, 
executive vice-president 
announced they would cut 
their salaries by 50 per cent 
fear three months to accept 
responsibility for the inci- 
dent. The executives’ pay 
had already been reduced 35 
par cent because of the air- 


line’s poor performance 
recently. 

Sokaiya are corporate 
gangsters who threaten to 
reveal potentially damaging 
corporate information. They 
have been forced to change 
tactics amid Japan's eco- 
nomic crisis and a govern- 
ment clampdown. 

During Japan's bubble 
economy in the 1980s and 
early 1990s, sokaiya often 
provided services. Such as 
magazine subscriptions, as a 
cover for their extortion 
schemes. 

Recently, the groups have 
turned to more Imaginative 
techniques. Some have 
launched websites to spread 
sensitive information about 
companies. 

“The fact that it is very 
difficult to sefi their maga- 
zines means that they’ve had 
to find ever more ingenious 
ways to access funds," said 
Ken Okamura, str at egist at 
Dresdner Klein wort Benson 
in Tokyo. 

' The scale of the JAL affair 
was small compared with 
other incidents. Many of 
Japan's largest companies 
have been implicated In 
sokaiya scandals. 

“It really Is just a storm in 
a flowerpot," JAL said. 
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basis. 

The initiative is the latest 
move by a market leader to 
find a way forward in digital 
television following the 
Brussels decision. 

Kirch and CLT-Ufe, which 
is 40 per cent owned by 
Bertelsmann, the media 
group, also plan to convert 
Premiere, an analogue 
pay-TV service in which 
they both hold stakes, to 
digital technology. 

Telekom said it would use 
the -same decoding technol- 
ogy and set-top box devel- 
oped by the Kirch Group for 
its digital pay-TV service. 
DF-1. 

Kirch wiH receive licence 
fees for the technology. 

The company stressed that 
it did not want to be a pro- 
vider of programmes but 
wished to open its platform 
to broadcasters. 

“We have built the 
highway. It’s for others to 
make the cars,” the group 
said. 

He added that the 
company had decided to 
push ahead with digital 
television because it wanted 
to start reaping the benefits 
of investing DM2bn ($Ub n) 
in upgrading its cable 
network. 

The network reaches over 
half . of all German 
households. 


regions, but substantial 
shifts between the conti- 
nent’s diff ere nt markets. 

The region's markets 
remained highly illiquid, 
however. 

Fleming; found “evidence 
that African equity markets 
are being priced more 
correctly relative to 

Egypt, Mauritius and 
Morocco are regarded as the 
best buys on the continent, 
while the analysts recom- 
mend investors to sell hold- 
ings in the Kenya and Zim- 
babwe markets. 


Lucent, Sun to develop 
unified messaging systems 


Lucent Technologies and Sun Microsystems yesterday 

announced a partnership to dovotop unifiad 

systems that will combine voicemafl. e-mail and faoces mto 

a singte system. The two technology 

launch a system early next year to alfawl Wap*** 

ro'es and internet service pro/idara to offer a single mail 

box to customers which win allow access to aB types or 

messages. Sun said the new system would flirty 

improve communfcatiQns - for example, a caSer 

able to listen to e-maBs from the seat phone m an aworan. 

It ad ded that the potential market far the new services 

comprised almost anybody who h ad a p hone and a pw- 

sonal computer or a phone and a pager. 

The Sun/Lucent platform will not be the first unified 
messaging system but the partners claimed it would be 
the first to offer the capacity and refisbffity required by 
large corporate customers. Roger Taylor, San Francisco 


AIRLINES 


Thai Airways in the red 


Thai Airways international, file state-owned national carrier, 
said yesterday it incurred a loss of Bt4.32bn ($l03m) m 
the third quarter of its fiscal year. The toss wipes out prof- 
its reported in the first two quarters to leave the company 
with a nine-month net loss of Bt3ba 

The company blamed unrealised exchange losses of 
Bt7.1bn on Its foreign debt Nine-month unrealised foreign 
exchange losses stand at Bt12.63bn. 

The losses are lower than many analysts had predicted, 
partly because of the depredation of the Japanese yen 
against the dollar during the quarter. About 32 per cent of 
the airline’s debt is in yen, 56 per cent In US dollars and 
12 per cent In Thai baht 

Thailand’s finance ministry is studying ways to reduce its 
33 per cent stake in Thai Airways to below 50 per cent. 
Ted Bardacke, Bangkok 


PULP AND PAPER 


Advance Agro in Btt.85bn loss 


Advance Agro, Thailand’s pulp and paper producer in 
which Finland's Enso has agreed to take an S80m non- 
controlRng stake, said yesterday it lost Bt1.85bn (544.2m) 
in the second quarter of this year, compared with a net 
profit of Bt70.3m In the same period last year. 

The company’s six-month profit figure was Bt2.07bn, 
compared with a loss of 8t301m m the same six months 
of 1997. The second-quarter losses were largely attributed 
to unrealised foreign exchange losses on about $632m in 
unhedged foreign liabilities, including a $60m European 
convertible bond and a $1 11m US junk bond. Unrealised 
gains on this debt during the first quarter - when the baht 
strengthened from Bt47 to the dollar to about 6t38 to the 
dollar - account for the large six-month profit. 

Paribas Asia Equity, the brokerage, expects Advance 
Agro to earn Bt735m this year before accounting for for- 
eign exchange gains. After those gains are taken into 
account, the company is expected to report Bt2.7bn in 
profits. Ted Bardacke 




Bang & Olufsen ahead 


Bang & Olufsen, best known for is television sets and 
audio equipment, increased operating profits 6 per cent 
from DKr321m to DKr340m ($50m) in the year to May 31. 

The 11-day strike which Wt Danish industry in May 
stopped the group achieving a targeted 15 per cent 
improvement Turnover advanced from DKr3bn to 
DKr3.11 bn. Non-recurring income of DKr75m from a dis- 
posal lifted group net profits from DK>216m to DKr308m, 
taking earnings per share from DKr13 to DKr17. 

Hilary Bame$, Copenhagen 


COAL 


Ingwe slides 23% 


Ingwe Coal, the big South African coal producer expected 
to be fully absorbed by the London-based Billiton group 
next month, saw net profit fall 23 per cent from R712m to 
R552m ($11 3m) in the year to June. 

It blamed lower world prices for coal and high demur- 
rage costs in the first six months, but saki it expected to 
benefit In the short term from the recent sharp fall in the 
value of the rand and the Australian dollar against the US 
dollar. However, ingwe gave a gloomy assessment of the 
International coal market “The combination of the tow 
spat prices, no growth in Europe, excess supply in Far 
East Asia and generally lower growth in Asia could cause 
downward pressure on export contract prices," it said. 

Prices have already been agreed for about 60 par cent 
of Ingwe’s planned exports in 1998-99, but the proportion 
of spot market business is expected to increase, partly 
because of the deregulation of the world electricity indus- 
try. Victor Mallet, Johannesburg ' 


China suffers from natural disaster and self-inflicted damage 


Lack of disclosure and poor shareholder 
relations are compounded by flooding, 
write James Harding and Louise Lucas 
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C orporate China’s earn- 
ings in the first half of 
1998 were expected to 
be disappointing. They are 
proving to be dismal. 

Lower-tban-forecast 
interim results have not 
only been pushing the share 
prices of Chinese companies 
to record lows day after day. 
they have started to send a 
worrying signal about the 
declining health of China’s 
economy. 

Last week, Chongqing 
Changan Automobile, one of 
China's largest minicar mak- 
ers, reported a 57 per cent 
decline in interim profits. 
Net profits to the first six 
months of 1998 were 
RMB53.97m ($8. 5m), com- 
pared with RMB 125.9m In 
the first half of 1997. 

Like others. Changan has 
been forced to slash prices to 
boost market share and 
court customers in a busi- 
ness environment blighted 
by overcapacity and slack 
demand. First Tractor, the 


mainland’s largest tractor- 
maker listed to Hong Kong, 
has also Indicated that its 
profits have fallen sharply as 
a result of weak demand. 

Bruce Richardson, head of 
ABN. Amro Asia in Shang- 
hai. says company results 
have come in well below 
analysts' expectations. For 
example, brokers had fore- 
cast more than a 10 per cent 
increase in profits at Nanj- 
ing Puttan Telecommunica- 
tions. a small telecoms 
equipment manufacturer 
previously known as Nanj- 
ing Posts and Telecommuni- 
cations. Instead, the com- 
pany last week reported net 
profits down by a third. 

In part, the weaker than 
anticipated results underline 
the ongoing problem of cor- 
porate China’s patchy record 
on disclosure, but it also 
hi g hli g hts broader problems 
facing Chinese businesses. 

"The corporate earnings 
reflect a general decline in 
domestic demand and the 
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the government's pledge to 
reinvigorate the Chinese 
economy through infrastruc- 
ture spending, the large 
cement maker said it had 
hot yet been lifted by infra- 
structure demand. 
“Although the government 
has increased Infrastructure 
investment, it win take time 
to Alter Into the market," 
Huaxin said. Mr Richardson 
says the s ur g e ' to infrastruc- 
ture projects “has not shown 
up in the corporate earnings 
figures". 


increased competitiveness to 
the export market," says Mr 
Richardson. China's export- 
oriented businesses are fac- 
ing pressure from rivals in 
Asian countries, where com- 
petitiveness has been 
boosted by depredating cur- 
rencies. 

David Cui, China- analyst 
at WI Carr, says the main, 
factors behind the sorry 
earnings performance are 
oversupply and subdued 
demand - exacerbated by 
the flooding over vast areas 
of China this gmnnar and 


the ongoing state enterprise 
reform, which threatens to 
lead to mass redundancies 
and farther curb spending. 

Huaxin -Cement, which is 
based in central China., is 
one company that' has . been 
caught by the overcapacity 
in industry, subdued 
demand and this year’s, natu- 
ral disaster. Last week, the 
company reported that its 
sales were flat and that the 
flooding had already cost the 
company RMB20m. 

Perhaps more ala r mi ngl y 
for those people relying on 


A sia’s fi n ancia l crisis and 
the pressures caused by 
a strong Chinese cur- 
rency also explained the 
25.58 per cent fall in first- 
half profits at Lujiazui 
Finance and Trade. The com- 
pany, responsible for the 
development of Shanghai’s 
fledgling financial district; is 
seen as a barometer for for- 
eign direct investment and 

business confidence in Chi- 
na’s chief commercial city. 
;A weak property marke t 
in Shanghai. - suffering from 
a glut of new office space 
and made worse by the 
recent drop in foreign inves- 


tor interest, was behind the 
decline in profits to 
RMB 133 5m in the first half 
compared with RMBl79.4m 
in the same period last year. 

The outlook was equally 
gloomy. The company said: 
“Our company does not 
expect a dramatic improve- 
ment to the second half of 
this year or even the next 
one or two years." 

Other Issues blighting the 
outlook for China corporates 
are taxes, external borrow- 
ings and the perennial ques- 
tion of weak management. 

Several mainland Chinese 
companies listed In Hong 
Kang still benefit from pref- 
erential corporate tax rates 
of 15 per emit and these may 
be subject to Increases up to 
33 per cent. Companies to 
this category include Ylzh- 
eng Chemical Fibre and 
Shanghai Petroche mical 

The crescendo of talk 
about a possible devaluation 
of the renminbi ha* cast the 
Spotlight on Chinese compa- 
nies’ foreign exchange risk. 
For example, H-share Zhe- 
jiang Expressway is explor- 
ing ways to reduce its for- 
eign exchange risk. 


Five years after the first 
H-share came to market, 
investors are still unim- 
pressed by the companies' 
performance, disclosure, 
strategies and diversifica- 
tion, which can see a brew- 
ery acting as an Impromptu 
bank or a steel glam dabble 
in property. 

Mr Cui says: “The basic 
problem with Chinese com- 
panies is they treat share- 
holders just as a source of 
funding rather than as own- 
ers of the business, so the 
decisions they make are not 
for shareholders. Rather, 
they are building empires." 

But, there are exceptions. 
He singles put Guangdong 
Kelon, which is one of the 
country’s biggest makers or 
refrigerators and listed on 
the Hong Kong stock mar- 
ket. it is perhaps no coinci- 
dence that the company 
which is now diversifying 
into air conditioners, last 
week reported some of the 
.strongest results seen yet 
this season among the 
H -shares: net profits rose 
20.4 per cent to RMB407m. 


China counts the cost. Page "zj 
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Braathens to take over Mahno Aviation 

By Valeria StcfiH In fob. . .. . . . 


By Valeria Skew to Oslo and 
Tun Bart In Stockholm 

,M ... , ... . .... 

"“ttH H 

Braathens, Norway's largest 
domestic airline, yesterday 
threw down a challenge to 
Nordic rival Scandinavian 
Airlines System by announce 
tag a SKrGOOm ($74m) take- 
over of Malme Aviation, the 
regional carrier. 

The deal reflects intensify- 
ing competition in the Nor- 
dic airline market, and 
marks Braathens' second 
incursion into the Swedish 


““tastry in less than a year. 

Braathens. which is 30 per 
cent owned by ELM Royal 
Dutch Airlines, last Decem- 
ber purchased out right con- 
frol of Transwede, which 
links Stockholm with other 
Swedish cities, from Ptitida- 
resar, the travel group. 

'Die deal win pitch Braa- 
thens in direct competition 
with SAS, Finaair and Brit- 
ish Airways on the Londoo- 
Stockholm route, where 
Malms Aviation serves Lon- 
don City Airport. 


It will' also greatly 
increase the Norwegian car- 
rier’s presence on Swedish 
domestic rentes. - 
MalmS Aviation operates 
two of -the largest domestic 
air rentes in Sweden, flying' 
mainly between Bronuoa air- 
port, near central Stock- 
holm, and the western coast 
cities of Malmd and Gothen- 
burg. . 

Transwede serves the 
rentes between Arlanda, 
near Stockholm, and Loleaa, 
Umeaa. Joenkjoeping. 


EtaJmstad and Oslo. Together 
with Transwede, now known 
as Braathen SAFE Sverige, 
Braathens says it will con- 
trol 25 par cent of the Swed- 
ish inter nal market 

It added: “The takeover 
wD3 farther strengthen (the 
ELM alliancs's position in 
the Scandinavian market, 
and the Swedish rentes will 
be an important part of. the 
alliance's network.” 

Last year, Maimfr Aviation 
reported pre-tax profit of 
5Kr400m on turnover of 


SKrailm, It carried 772,000 
passengers during the 
period- It operates U passen- 
ger jets and has 450 employ- 
ees. 

However, the carrier's 199? 
and first-half 1998 results 
were hit by heavy start-up 
casts far new routes to Lon- 
don from MahnO, Gothen- 
burg and Stockholm, Braa- 
thens said. 

Braathens recently 
reported a first-half net 
profit of NKrl27m (517m) ' 

from NKr3.lbn in revenues. 


Braathens and KLM have 
yet to agree on what propor- 
tion of the purchase price 
each will pay. 

Erik G. Braathen, chief 
executive of Braathens. said: 
"Mai mo Aviation is a well 
run company with a good 
reputation in the market and 
high Quality passeng er s£T 

vice. 

*T believe a co-operation 
between Braathen Sverige 
and MahnO Aviation will be 
very well received by oar 
passengers." 


Ikea chief breaks silence to tell home truths 


In a rare private revelation, Ingvar Kamprad 
confesses to a love of alcohol and early 
fascist political tendencies, says Tim Burt 


F or Ingvar Kamprad, yes- 
terday was strictly a soft 
drinks day. 

The 72-year-old founder of 
Ikea, the world's largest fur- 
niture retailer, interrupted 
his explanation of the 
group's future strategy to 
confess a life-long appetite 
for hard liquor. 

In an extraordinarily f rank 
Interview, the reclusive 
Swedish multi-millionaire 

broke a self-imposed media 
silence to acknowledge not 
only a near-brush with alco- 
holism. hut also to harbour- 
ing fascist political tenden- 
cies during his youth. 

The softly-spoken entre- 
preneur, who launched fopa 
in rural Sweden 55 years 
ago, said he was ready to 
"admit past mistakes", while 
emphasising they had never 
influenced the development 
of his family-controlled com- 
pany. which today boasts 149 
stores in 29 countries. 

“Some parts of the media 
have tried to bang me. 
because of my past. It hurts 
but this has nothing to do 
with Ikea, the company ” he 
added. 

In a bid to exorcise persis- 
tent speculation about his 
formative years, Mr Kam- 
prad openly acknowledged 
that he was a fascist sym- 
pathiser during the 1940s - 
“although 1 preferred Musso- 
lini to the other fellow”. . , . 

If such political activity 
“was my life’s biggest 
fiasco”, then it was probably . 
followed in second place by 
the adverse physical effects 
of- heavy drinking. 

“When we first started 
sourcing materials from 
Poland in the early 1960s. it 
was almost compulsory to 
take vodka - that is how it 
started." 

On medical advice, Mr 
Kamprad now abandons 
alcohol three times a year 
for a four-to-flve week 
stretch; “There are a lot of 
people in Sweden in my sit- 
uation. I have to clean out 
my kidneys and liver, and 1 
want to help them do the 
same." 

These personal details 
were put in the spotlight 
yesterday following the pub- 
lication of the first author- 
ised biography of Mr Kam- 
prad and the Ikea group. 
Speaking after the book's 


launch, Mr Kamprad 
acknowledged previously 
hidden aspects of his private 
life but made clear that he 
was first and foremost a 
businessman who happens 
to have . exploited world-wide 
demand for affordable, yet 
stylish home furnishings. 

Sitting in the customer 
canteen of Ikea’s Kungens 
Kurva store, south of Stock- 
holm, the group founder yes- 
terday unveiled plans to roll 
out more stores in eastern 
and central Europe as part 
of Ikea’s continued interna- 
tional expansion. 

Mr Kamprad said that 
strategy would be focused in 
the next few years on 
Poland, where he wants to 
double the number of outlets 
to between 10 and 12 stores, 
and thereafter increase 
Ikea's presence in Russia. 

“We have a big plan to 
develop retailing in Poland, 
where we have sourced prod- 
ucts for many years.” : ‘ 

He also confirmed that the 
group was negotiating the 
development of an outlet in 
St Petersburg, expected to 
follow the opening of its first 
Russian store in Moscow 
next year. 

Mr Kamprad maintained 
that Ikea’s international 
expansion would not have 
been possible had he bowed 
to pressure from fellow 
directors to seek a stock 
exchange 1 fa ting 

Life many Swedish indus- 
trialists, the entrepreneur 
from rural Almhuli has a 
deep antipathy to short-term 
shareholder returns. Indus- 
trialists. under his credo, 
have a duty of long-term 
ownership and re-investment 
in core products. 

That strategy, he empha- 
sised, would be threatened 
by -diverting profits to divi- 
dends, and by demands from 
institutional investors for 
steady growth in return on 
capital and profitability from 
new stores. • 

“Pressure to show con- 
stant profits growth would 
hurt my business idea, 
which remains to provide 
affordable furniture for 
people around the world," he 
added. “That means making 
very risky investments in 
places where we will not 
make a profit for five years.” 

This year, Ikea has 



tngvar Kampreft Ikea fouider rewMlad personal and corporate i 


invested SKrSbn ($882m) in 
developing new stores, 
including its first outlet in 
China. That reinvestment 
exceeded the group’s 1997 
pretax profits. 

In figures rtfarinupd for the 
first time •yesterday, Ikea 
reported profits last year of 
SKr7.3bzL The figures, pub- 
lished in file first authorised 
biography of Mr Kamprad. 
were flattered by currency 
gains, but were still for 
higher than previously 
thought 

On sales of SKr46bn, the 
company achieved a pre-tax 
margin of 1S5 per cent In 
the. 12 months to August 31 
last year. ' 

Yesterday, Mr Kamprad 
said sales had broken 
through the SKrSOba barrier 
for the first time during 1996 
and would reach record lev- 
els for the full year. 

That enviable volume 
growth reflects increased 
sourcing from low-cost 
developing countries, com- 
mon distribution and pur- 
chasing arrangements, and 
Ikea's resolve to build up its 
own manufacturing 
operations. 

Careful tax planning W 


also enabled the group to 
enjoy a tax charge of 215 per 
cent, more than four per- 
centage points below Swe- 
den’s corporate tax rate. 

Not all of Ikea's profits, 
however, are reinvested in 
new stores. Although Mr 
Kamprad eschews the idea of 
dividends, the operating arm 
of Ikea pays them - in all 
but name - to Inter Ikea 
Gruppen, the Luxembourg- 
based finance vehicle for the 
K a mp rad family. 

Each year, Inter-Ekea 
receives a proportion of the 
retail profits in royalties and 
has accumulated reserves of 
about SKrlObn, which could 
be used to sustain the retail 
arm through any cyclical 
downturn. 

That fi n anc ia l muscle has 
also been used to fond the 
development of the Kamprad 
family’s third business leg. 
Ikano - a holding group con- 
trolling assets including a 75 
per cent stake in Habitat, 
the UK furniture chain, and 
the Swedish car parts 
retailer Micro. 

Mr Kamprad, who lives in 
Switzerland, yesterday said 
he was satisfied with the 
structure. And he hinted 


te AP 

there would be no sweeping 
overhaul of the system 
before his planned retire- 
ment in three years’ time. 

T want to withdraw when 
I am 75, and have already 
given up my role on the 
supervisory boardriBut-^ou 
be sure that the empha- 
sis in future will be on 
organic growth, rather than 
major change,” he added- 

A1 though Mr Kamprad 's 
three sons are actively 
engaged In running parts of 
the empire, he suggested 
that none of them could 
exp ect automatically to take 
over the reins. 

Several company insiders 
have named Anders Moberg, 
chief executive of the retail 
arm, as Mr Kamp rad's 
anointed successor. Others 
say he has a high regard for 
Hans Gydell, Ikea finance 
director, and Per Ladvigs- 
son, managing director of 
Inter Ikea. 

Mr Kamprad himself pre- 
fers to concentrate an future 
expansion rather than suc- 
cession issues. 

He pointed out “It will 
take 25 years to furnish Rus- 
sia, that is what we need to 
concentrate on.” 


Nice seeks acquisitions to boost revenue 


By M fctachfis 
hi Tel Avfv 


Nice Systems, the Israeli 
maker of digital voice log- 
ging equipment, is scouting 
for acquisitions to boost rev- 
enues from an estimated 
3100m this year to about 
$500m “within a few years". 

Benny Levin, new Nice 
chairman, said yesterday it 
was eyeing several compa- 
nies, most, in the US, 
although he declined to 
reveal how much it planned 
to spend. 


He said Nice would rather 
buy a company with comple- 
mentary technology than a 
unit from within a rival, 
such as Racal Electronics of 
the UK or Dictaphone of 
the US. 

"We raised $l00m [on Nas- 
daq] last year and we know 
shareholders do not want to 
see that sitting in a bank 
naming 6 per cent interest,” 
he said. 

Mr Levin, a co-founder and 
chief executive, this month 
replaced Didi Arzi as the 
wimpunv chairman. 


One of Mr Levin’s first 
tasks win be to boost Nice 
shares, which trade on the 
Tel Aviv Stock Exchange as 
well as Nasdaq. 

The shares have fallen 26 
per cent from more than $48 
in early April to $35% at the 
end of last week, despite 
good results. 

Victor ‘Balpert, computer- 
telephony analyst for Banc- 
Amerlca Robertson Step- 
hens, the investment bank, 
said investors were con- 
cerned about the quality of 
Nice's customer base due to 


a rise in days of sales out- 
standing. 

“But the quality of cus- 
tomers has actually 
improved." said Mr Halpert 
“Nice now has very strong 
relationships with compa- 
nies like Siemens and 
Lucent, who buy an a world- 
wide basis and take longer 
to pay.” 

Net income, excluding one- 
off charges, doubled during 
the first half of 1996 to 310m. 
Revenues jumped 66 per cent 
to $47m. 

Analysts predict Nice can 


sustain revenue growth of 55 
per cent to 40 per cent and 
earnings growth of 30 per 
cent over the next two years. 

Nice, one of a few Israeli 
technology companies to 
establish a distribution net- 
work on its own. Is expand- 
ing into the East-growing caB 
centre market and believes 
this win account for 50 per 
cent of revenues next year. 

Next month, it will launch 
a digital video logging prod- 
uct, which can be used in 
security cameras instead of 
video tape. 


Talisman 
in $196m 
purchase 
of Arakis 


By Edward Aides 
In Toronto 


Talisman Energy, one of 
Canada’s largest oil and gas 
producers, yesterday agreed 
the acquisition of the ranch 
smaller Arakis Energy. 

The purchase was seen as 
a gamble on Talisman’s 
ability to develop Andris's 
stake in an important oil- 
field in war-tom central 
Sudan. 

The stock and cash deal is 
valued at US$196m. based on 
Friday's closing share prices 
for the two rampantgg 

Talisman shares slipped 
C$2.20 to C$31 in midday 
trading yesterday, while 
Arakis was up 19 cents to 
US$l_81. 

Arakis holds a 25 pm- cent 
Interest in a iz2m-acre con- 
cession in Sudan with esti- 
mated proven and probable 
reserves of 450m barrels of 
oiL 

It is also part of a consor- 
tium building a 1,500km 
pipeline from the field to 
Port Sudan on the Red Sea. 

Talisman estimates the 
undiscovered oQ in the area 
could be as much LL5bn bar- 
rels. which would make It 
one of the world's largest oil- 
fields. 

However, the oilfield lies 
near the front lines of a bru- 
tal civil war between 
Sudan's Islamic fundamen- 
talist government and anti- 
government rebels in 
southern Sudan. 

The rebels have said the 
oil operations are a potential 
military target, and the 
Canadian government has 
asked Arakis to withdraw its 
workers from the region. 

James Buckee, Talisman 


president and chief execu- 
tive officer, dismissed these 
concerns, saying the field 
would start producing at the 
Mid of 1999 and should be 
profitable by 2003. 

He said the ate was pro- 
tected by the Sudanese gov- 
ernment and that media 
claims of unrest were ‘‘exag- 
gerated”. 

Under the deal. Arakis 
shareholders will receive one 
Talisman share for every 10 
Arakis shares tendered. 

Talisman is iss u i ng ftiww 
common shares to cover the 
89.2m outstanding Arakis 
shares, and will receive 
Arakis’s cash reserves of 
US$45-6m. 

Talis man also said it had 
adequate insurance protec- 
tion against a US class- 
action lawsuit launched 
against Arakis over a 1995 
stock market collapse. 

Shares in Arakis rose as 
high as US$26 after the com- 
pany claimed to have a 
US$750m financing deal with 
a Saudi Arabian investment 
group, but Chen plummeted 
when the deal did not come 
through. 

Arakis was subsequently 
delisted from the Vancouver 
Stock Exchange, though it 
still trades on Nasdaq. 


GTE share fall could flush out rival bidder 


By Ncftanl Waters 

tn New York 


Wan Street’s raBy yesterday 
morning will have brought 
scant satisfaction to share- 
holders in GTE- 

Shares in the local US tele- 
phone company have slid 10 
per cent since the company 
disclosed plans for a $50bn 
merger with Bell Atlantic 
two weeks ago. making this 
one of the worst-received 
among the batch of giant all- 
stock unions that have been 
launched in the US this year. 

Along with the growing 
scarcity of other takeover 
candidates in the rapidly 
consolidating US telecommu- 
nications industry, the weak 
share price performance has 
stirred persistent rumours m 
recent days that a rival bid 
for GTE will eventually 
emerge. 


The most frequently-men- 
tioned contender is Bell- 
South, the local carrier 
■which dominates the south- 
east . 

However, given the draw- 
backs that such a bid would 
entail, the likelihood that 
GTE will become the object 
of a takeover tussle, much as 
MCI Communications did 
late last year, remains sSm, 
according to Wall Street 
analysts. 

A number of factors lie 
behind the slide in GTE's 
share price. 

Among the most signifi- 
cant IS the tact that Bell 

Atlantic, the larger com- 
pany, will not pay a pre- 
mium in what has. been 
billed by both sides as a 
merger of equals - even 
though Bell Atlantic share- 
holders wiH end up with 
more than 55 per cent of the 


stock and the company’s 
chairman win. after a period 
of joint control, run the new 
group. • - 

However, with Bell Atlan- 
tic shares also felling fester 
tha n the other , local tele- 
phone companies in -recent 
days, the stock market reac- 
tion has pointed to a general 
lack of enthusiasm for the 
transaction. 

Despite its .claims that the 
deal will hit its aarnlTu ga per 
share growth from the 13-15 
per cent range to at least 15 
per cent GTE’s stock has 
fallen to 13 times estimated 
earnings for next year, a dis- 
count to the rest of . the 
industry.. 

With five! investment 
hanks acting as advis ers to 
tiie Ben 'Atlantic/GTE union, 
and others said to have 
advised other potential Ud- 
ders for GTE, few analysts 


working for leading Wall 
Street banks are prepared to 
comment on the deal 

One analyst, who refused 
to be named, said the gen- 
eral distrust with mergers in 
which neither company 
emerges in fall control 
accounted for some of the 
scepticism. 

“The market doesn't like 
the whole cochief executive 
tbing i" he added. 

That has helped to fuel 
Speculation of a rival bid 
emerging from BellSouth, 
which refused to comment 
on the possibility. 

However, any such deal 
would come up against 
obstacles. Among the biggest 
-would be the fact that large 
hostile takeovers have fallen 
out of fashion. 

“Trying to do a hostile 
[takeover] in this environ- 
ment is pretty impossible" 


said one analyst who is not 
associated with the existing 
GTE/Bell Atlantic deal 

Also, according to one 
adviser involved in the exist- 
ing merger, BellSouth share- 
holders would face extensive . 
earnings dilution from a 
rival bid, partly because of 
the premium the company 
would have to pay and 
because the company would 
have ■ to use purchase 
accounting after a takeover 
- a form of accounting that 
would give rise to a massive 
charge to amortise goodwill. 

These considerations do 
not rule out the possibility 
that a hostile bid will 
emerge: after aH freed with 
similar concerns that it 
would miss out in the fest- 
cousolidating California 
tanking market three years 
ago, Walls Fargo mounted a 
similarly dilutive hostile 


GTi & Befl Atlantic 
Stare jrtasffl ' 


65 



takeover for First Interstate. 

As Wells Fargo found, 
though, such bids can be 
disastrous: Wells failed to 
make the acquisition work 
and is itself the subject of a 
pending takeover by Norw- 
esL 
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NEWS DIGEST 


ENGINEERING 


Georg Fischer advances 
48 per cent at half-way 

Georg Fischer, the Safes heavy engineering group, 
yesterday attributed a 48 per cent rise in interim net profit 
to an improved operating result and a higher financial 
Income. Net profit to June 30 rose from SFrfiOm to 
SFr74m ($49m) on sales static at SFrl.49bn. Operating 
income rose from SFrSOm to SFrIOIm. Analysts had fore- 
cast first-half net profit of between SFr59m and SFrfi&n 
The company said it expected another “good” result in the 
second half. Return on equity rose to 17 per cent, from 13 
per cent a year earlier, it said. 

Automotive products orders rose to SFr510m, against 
SFr490m a year earlier. “Automobile industry develop- 
ments In European markets were encouraging, both in the 
private car and commercial vehicle sectors." it said. 

It blamed a fall In orders from SFr343m to SFr326m In 
the piping systems unit on a significant decline of prefect 
business in toe semiconductor industry, especially in toe 
US and Asia. Manufacturing technology saw new orders of 
SFr476m, up from SFr447m. Group organisation has been 
tightened and market alignment strengthened. Fischer 
said. “Apart from Asia, ail market areas contributed to this 
result,* it said. AFX News, Schaffiiatrsan 

METALS 


QNI to expand Colombia mine 

Nickel and cobalt producer QNI said yesterday it planned 
to spend $330m on expanding its Cerro Matoso mine in 
Colombia early in 1999. QNI said the expansion would add 

20.000 tonnes a year to CMSA's current annual output of 

35.000 tonnes of ferro-nickei. The company expects it to 
be earnings positive straight away. "It will be cash flow 
negative,* QNI said, adding It would borrow $200m-$300m 
to fund the expansion. 

Construction on the mine expansion will begin around 
February 1999. with a ramp-up to full capacity beginning 
in about March 2001. QNI said the operation would reach 
full capacity about 18 months later. The 'life of the mine 
would be about 40 years. QNI, 52.5 per cent owned by 
BQfiton of the UK, has a Jong-term cost target for the mine 
of $1.50 per pound of nickel. Our financial staff 


PRINTING MACHINERY 


German group rises to DM1 10m 

Heidefberger Druckmaschinen. the German printing 
machinery manufacturer, said yesterday net profit in the 
first quarter to June 30 rose to DM1 1 Dm (561m) from 
DM7 4m a yew earlier. Sales were DM1.74bn, up from 
DM1 .51 bn. The company said sales growth in South 
America and eastern Europe helped to counteract a stag- 
nant Asian market It added that North America remained 
the company's largest market, with almost a third of sales 
achieved in the US, Canada and Mexico. Sales outside 
Germany accounted for 81 per cent of total sales, up from 
78 per cent a year earlier. AFX News, Frankfurt 


ELECTRICAL RETAILING 

Elkjoep buys Danish company 

Elkjoep. the Norwegian electrical appliances retail chain, 
said yesterday it was buying Danish kitchen appliances 
group Koekkenland. giving EJIqoep a market share in Dan- 
mark of 15 per cent It said it was paying DKr227.5m 
(833m) for assets at book value, including DKr93m worth 
of properties, and an extra DKr167m In goodwill. It said 
Koekkenland had turnover of DKr535.3m in 1997 and a 
pre-tax loss of DKr900,000. It said the purchase would 
have Hmitad impact on results in 1998. It would be con- 
cluded by drawing on syndicated loans and taking over 
debt Reuters, Oslo 


LEISURE 


Holmes takes Spanish stake 

Holmes Place, which owns and operates health dubs, has 
expanded into Spain with the purchase of 20 per cent of 
Europolis 1 for Pta600m (54m) in cash. Europoiis owns 
and operates a sports centre in Barcelona. In the year to 
December 31 1997, Europoiis had net assets of £3m 
($1 -8m). The move follows Fitness First's purchase of 50 
per cent of Fitness Company. Germany's second largest 
health dub operator, earlier this month. Patrick Stiles 
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Extraordinary General Meeting 
of Shareholders of Securitas AB (publ) 

Notification is hereby given to die shareholders of Securiias AB (publ) to attend the Extra-ordinary 
General Meeting of Shareholders to be held at 4.0Q p.m. Tuesday, September 8, 1998, in fee Securitas 
BuiMingat I -nvftiaggMplan ?n Stockholm. Sweden. 

Notice of attendance, etc. 

Shareholders who wish to attend the Goteral Meeting must 

(i) be recorded in the' Share Register maintained by the Securities Register Centre 

(VfirdepapperscatlralenVPCAB), not later than Friday, August 28, 1998; 

nn(t 

(a) notify StxuritasABoftbetr intent to participate in tbeMeeting, not btcrthan4.00p.nu 

Thursday, September 3, 1998, bymail to Securitas AB, Bax 12307, SE-I02 28 Stockholm, 
Sweden, or by ldephone + 46 8 657 74 00 or celefex +46 8 65770 72. When giving 
notice, the shareholder should state name, registration number (or equivalent), address 
and telephone number. Proxies and other powers of attorney shall be presented to the 
Company well in advance of the Meeting, Receipt of notification will be confirmed by 
Securitas AB’s forwarding of an attendance-card, which is to be presented upon entry 
to the Meeting 

To be entitled to participate in the General Meeting owners of shares registered in the name of a trustee 
must have their shares temporarily registered in their own names. Shareholders who have ttustee- 
rcgisiered shares should request the bank or broker holding the shares to request owner-registratioa, so 
called voting-right registration, several banking days prior to Friday, Angust 28, 1998. 

Agenda 

La addition to compubory matters, such as efectioa of Gasman of the Meeting, drawing up and approval 
of the voting list, election of one or two persons) to check the minutes, and determination whether the 
Meeting has been duly convened, the following matters shad be dealt with: 

Increase of file shares' par value and split 

In order to create the necessary conditions for a split of each of the Company’s shares into /bar new 
shares, each new share having a par value of SEK 1, the Board ofDirectors proposes that the General 
Meeting resolves an increase of the Company’s registered share capital from the present SEK 
146,747,686*, divided into 4,285,650 Series Ashares and 69,088,193* Series B shares, each having a par 
value ofSEK 2, by SEK 146,747,686* to SEK 293,495,372* by transferring SEK 146,747.686*fiomtbe 
Company’s statutory reserve to its registered share capital The increase of the registered share capital 
will be effected through an increase of the par value of the Company’s shares from SEK 2 per share to 
SEK 4 per share. 

* Figures as of August 12, 1998. Minor changes may occur until the date -which is ten days before 
the General Meeting due to conversion of outstanding convertible debt instruments Into Series B 
shares. 

The Board of Directors further proposes that, after the increase of the registered share capital through 
an increase of the shares' par value, the par value of the shares shall be lowered from SEK 4 per share 
to SEK 1 per share (split 4: 1 ), with owners of Series A shares and Series B shares entitled to receive 
four new shares, each having a par value of SEK 1, for each share with a par value ofSEK 4 owned. 
The new shares will entitle the holder to receive dividends starting for the 1998 financial yean 

To accomplish the above proposals, the Board ofDirectors proposes foe following amendments to the 
Company's Articles of Association: 

Section 4, paragraph l, to be changed to read as follows: 

"The registered share capital shall amount to not less than SEK onehundredmiUion (100,000,000) 
and not more than SEK fourkundredmillion (400,000,000). " 

Section 4, paragraph 2. to be changed to read as follows: 

“The shares may be issued in two different series, designated Series A shares and Series B shares. 
Up to elgktymillion (80.000,000) Series A shires, and up to threehundredandtweniymillion 
(320,000.000) Series B shares may be issued" 

Section 5. to be changed to read as follows: 

"The par value of each share shall be SEK one (1 ). " 

New share issue 

The Board ofDirectore proposes that the General Meeting authorizes the Board of Directors to increase, 
during a period which extends until die opening of the nejp Annual General Meeting the Company's 
registered share capital by not more than SEK 1 7,000,000 through issuance of not more than 17,000,000 
new Series B shares, each new share having a par value of SEK 1 . The owners of Proteg SA shall be 
entitled to subscribe for all of tbe new shares. The subscription price shall be SEK 77,50 per share. 
Payment for the new shares shall be made through contribution of ail ofthe times in Proteg SA (payment 
in kind). The new shares will carry the same rights as the existing Series B shares, including without 
limitation dividend rights. Hie new diarcs will entitle the holder to receive dividends starting for die 1998 
financial year. 

The Board of Directors further proposes that the General Meeting authorizes the Board of Directors to 
increase, during a period which extends until the opening of the next Annual General Meeting tbe 
Company’s registered share capital by SEK 14,356.056 through issuance of 14,356.056 new Series B 
shares, each new share h3vingapar value ofSEK 1 . Deviating fromtbe existing shareholders' prefatntial 
rights of subscription of new shares, Raab Karcher AG-Vfcba ImmobUitn Management shall be entitled 
to subscribe for all of die new shares. The subscription price shall be SEK 77,50 per share. Payment for 
the new shares shall be made in cadi. The reason for deviating fiom the costing shareholders’ preferential 
rights of subscriprionof new shares is that the new share issue constitutes an essential partof Securiias 
Group's acquisition of the German guard services company Raab Karcher Sichaheit GmbH and the 
total amount to be paid for tbe new shares is equal to the amount to be paid by the Gennan suhsidiaty of 
Securitas AB to Raab Karcher AG-Vebalmmobilien Management as consideration for the acquisition 
of Raab Karcher Sicberheit GmbH. The new shares will carry the same rights as die ousting Saties B 
shares, including without limitation dividend rights. Tbe new shares will entitle the bolder to receive 
dividends starting for the 1998 financial yeac 

The reasons for the proposal of die Board ofDirectors that it shall be given an authorization by die 
General Meeting to decide on the above new share issues are, that such new share issues constitute 
parisofagrecuicntsr^fljd^aOTpanyacqiiis^kxiswhidi are c<»diiicnalup(m die receipt ofthe iqjprovais 
of the competent competition authorities, and to give the Board ofDoectors certain flexibility in relation 
to, in ter alia, the timing ofthe fulfilment of such new share issues. 

Election of additional Directors of the Board 

The Board of Directors proposes that the Gaeral Meeting increases the number of Directors of the 
Board to be elected by the General Meeting from six to eight Directors, and that Mr Philippe FarW- 
Destezet ofFinecco SAand Mr Wilhelm Hnlmann ofRaab Karcher AG-Veba ImmobOkn Management 
are elected as new Directors for a term extending to die end of die next Annual General Meeting 

Record date 

As record date for the above increase ofthe shares' par value and the above split, the BaaifiofDiiectois 
proposes October 14, 1998. 

Additional documentation 

Tbe complete documentation in relation to the above proposals of the Board ofDirectors, as well as all 
the documents which are required to be attached thereto pursuant to the Swedish Companies Act, will, 
as fiom September 1, 1998, be available at Securitas AB*s offices in the Securitas Building at 
Lint fl a g ensplan 70. Stockholm. Sweden, totharesiatefwldoswfwwidimexamtnethenL The documents 
will also be sent to shareholders upon request. 

Stockholm, August 1998 
Board ofDirectors 


U.S. $500,000,000 

A National Westminster Bank 

Pnmpastoa *1 England mut MMUflyj 
Primary Capital FRNs (Series “B") 

In accordance with the provisions of the Notes, notice Is 
hereby given that tor the six months interest period from 
August 18. 1998 to February 18, 1999 the Notes wU| cany an 
Interest Rate of 5.9375% per annum. The interest payable on 
the relevant interest payment date. February «. 1989 against 
Coupon No. 28 wt* be U.S. 53.034.72 and U.S. 5303.47 
respectively for Notes in denominations of U.S. 5100,000 and 
U.S.S1Q.000, 

BjpTh* Chau Manhattan Bank 
London, Agent Bank 
August 18,1998 
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New plans as Thistle 
quits takeover talks 



By Scheherazade 
Daneshkhu, Leisure 
Industries Cor respondent 


Thistle plans to seD 30 hotels 
and return cash to share- 
holders after announcing 
yesterday it had broken off 
takeover talks with a poten- 
tial Udder for tbe company. 
which has a market value of 
£1.3bn (S2-I4bn). 

Nomura International, the 
Japanese investment bank, 
is believed to have been 
selected a week ago as the 
preferred bidder by the UK’s 
second largest hotels group. 

However, it is believed 
that Thistle terminated tbe 
talks on Friday after 
Nomura lowered its offer. 

Thistle said yesterday that 
the talks were for a cash 
offer for the whole group or 
for a large part of the 91-ho- 
tel filial n 


“However, the volatility in 
financial markets over the 
last week led this party to 
reconsider its position and 
put forward revised propos- 
als,'' it said. “The board of 
Thistle Hotels has decided 
that the revised proposals 
are unacceptable and conse- 
quently these discussions 
and the sale process have 
now been terminated.** 

Nomura is believed to 
have offered about £950m for 
a package of 50 hotels - but 
not to have proposed a value 
for the whole group. It is 
believed to have dropped the 
offer by £lOOm, leading to 
the breakdown of the talks. 

Thistle said it was now 
considering a restructuring 
to return substantial cash to 
shareholders, believed to be 
between £150m-£200m. Some 
cash will be raised through 
the sale of a package of 30 


small provincial hotels. 
Which have a book value of 
QOQbl 

Tbe sale is expected to be 
Hnaijiffii next final 

bidders are thought to 
include Fed Hotels, the AIM- 
listed hotel group set up by 
the fonner chief executive of 
Thistle, and Menztes Hotels. 
a 21 -hotel chain which aban- 
doned a stock market flota- 
tion earlier year. 

, Thistle put itself up for 
sale through GreenhiU, its 
financial adviser, in June. 
This followed the decision by 
Brieriey Investments of New 
Zealand, which holds a 46 
per cent stake in the com- 
pany, to sell assets after a 
period or weak p erf o rma nce. 

The announcement was 
made after the stock mar- 
ket’s dose. Thistle's shares 
rose 2*4p yesterday to dose 
at 2l6p. 


Incyte in genomics buy 


By C8ve Cookson, 
Science Editor 


Incyte Pharmaceuticals of 
the US is to boy Hexagen, a 
privately owned UK biotech- 
nology company, for $4lm 
(£25m). Hexagen was 
founded in Cambridge two 
years ago by scientists and 
venture capitalists who have 
invested a total of £6£m in 
its development 
Incyte said the acquisition, 

announced yesterday, would 
turn it into the world's most 
comprehensive human gen- 
omics (gene hunting) com- 
pany. Hexagen will be the 


centrepiece of Its new Incyte 
Genetics bus iness unit 

When Hexagen started, it 
focused on mouse genetics 
as a model for investigating 
the relationship between 
human genes and disease. 
But tbe 45 scientists on its 
staff moved quickly away 
from working with mice and 
have concentrated recently 
on direct research into 
human genes. 

Hexagen 's key technology 
is a very rapid way of discov- 
ering how individuals differ 
in their DNA sequences. 

Incyte will use this tech- 
nology to push into the fast- 


expanding field of pharmaco- 
genomics - investigating the 
genetic variation in human 
responses, to particular 
drugs. The results will help 
pharmaceutical companies 
develop medicines that are 
better suited to individual 
patients. 

The which is due to 
be completed in October, 
will give H w r H g w »i sharehold- 
ers (including Abingworth 
Bloventures, Apax Partners, 
Atlas Venture, New Enter- 
prise Associates and Schro- 
der Ventures) $Sm cadi and 
Incyte stock currently worth 
more than $35m. 


COMMENT 


Booker/Somerfield 
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What a contrast In senti- 
ment. Over the past two 
years. Booker’s shares have 
been on the slide, while 
Somerfield has overcome the 
sceptics. The former fell vic- 
tim to ah over-ambitious 
acquisitions strategy; the lat- 
ter is stQl basking in the 
afterglow of a cleverly timed 
bid for Kwik Save. Somer- 
fi aid's putative all-paper, no 
premium bid for Booker: Is an 
attempt to repeat that, per- 
haps with unseemly baste. 

Booker, like Kwik Sava, is at 
a low point in earnings tense 
as it awaits the benefits of 
strategy changes and invest- 
ment to flow through. It lacks a' chief executive and Inves- 
tors have grown impatient. In different circumstances. 
Booker would be on the receiving end or an opportunistic 
HfiaHiP Md. But since a strategy review that focused atten- 
tion on its break-up value, it has essentially been up for sale. 
That break-up value looks to be at least 300p o share - 13 
per cent above last night's dose. This assumes the “core 
wholesaling businesses are worth less than a fifth of their 
near fSbn sales, that further disposals would net about 
naom and that net debt is below £300m. 

Booker’s shareholders must hope that bidders offering 
ofTpiP fiysh will be flushed out. Somerfield paper has worked 
out fine for Kwik Save shareholders, but its discount to the 
sector is now substantially narrowed. If synergies of, say, 
pg>m ran be mustered, these might be worth £3D0m-£400m 
after tax. Booker shareholders should ask for part of that as 
a takeover premium. 

Prudential 

No one will quarrel with Prudential Corporation's pulling 
out of Australia and New Zealand. It has seized a chance to 
sell in a rapidly consolidating market The businesses are 
sure to be worth more to a Mg domestic player - hence 
Colonial’s confident indication of ASlOQm cost savings. 

But with another £S00m in tbe ha n k, the burning question 
of how the Pro will spend its billions gets even hotter. It has 
long been interested in a UK high street network. But 
prices tor converted building societies have fallen, 
any bid premium would make them expensive. Fuelling 
some more consolidation in its own insurance sector or 
adding product to its US subsidiary are other alternatives. 
But if it does not act soon, a share buy-back must be on the 
cards. 


Virgin’s 

listed 

offshoot 

warns 

By Clay Harris 


Victory Corporation, the 
fashion and cosmetics group 
which gives Richard Bran- 
son’s Virgin empire its only 
exposure to the UK stock 
market, lost half of its mar 
ket value yesterday after 
warning that losses would 
considerably exceed" expec- 
tations. 

Three directors, including 
founder Rory McCarthy .one 
of Mr Branson's ballooning 
partners, are leaving the 
company. 

Shares fell 9%p to 9%p, to 
value Victory at £30m 
(849.5m). The shares have 
never dosed above the 58p 
placing price ahead of Victo- 
ry’s Alternative Investment 
Market debut in October 
1996. 

Virgin owns 49 per emit of 
Victory and controls another 
15 per cent through its stake 
in McCarthy Corporation. 

Victory owns Virgin Cloth- 
ing, which Is launching its 
first autumn/ winter collec- 
tion this week, and Virgin 
Vie, a cosmetics retailer 
whose expansion has stalled 
at six stores until it gets its 
format and marketing . sorted 


out. SG, company broker, 
now expects a £l9m loss in 
the year to March 31 1999. a 
£4m bigger deficit than It 
forecast in June. 

Virgin appears to have 
ruled out trying to repeat 
history by snatching Victory 
from the grasp of disap- 
pointed shareholders. In 1988 
Mr Branson ended his first 
flirtation with the stock mar- 
ket by buying out sharehold- 
ers in Virgin Group. 

Will Whltehorh, Virgin’s 
director of corporate affairs, 
said ye s t e rd ay: "There is no 
plan to do that, and there is 
no interest within tbe insti- 
tutions of that happening.” 

My impression is that 
they want to tough it out," 
reed one City analyst. 
“They don’t want to be seen 
to be ripping people out at 
the bottom." 

Victory and Virgin agree 
that the company came to 
market prematurely. Rich- 
ard Knig ht , Victory’s finance 
director, said: “You would 
normally bring such a busi- 
ness to market after three or 
four years. We’ve had to 
grow up in the public eye." 

Mr Branson's group 
received £4Qm in cash for the 
initial stakes in the filnthing- 
and cosmetics companies it 
injected into Victory. But it 
also put in £3 4m in ca sh «nrf 
tbe balance of the two busi- 
nesses in return for shares 
last December. 

Mr McCarthy and his 
brother Tim. who is also 
leaving the board, together 
own 10.5 per cent of the 
shares. The other departure 
la Brad Rosser, who is step- 
ping down as director of cor- 
porate development at Vir- 
gin Management . 


MPs push for biotech regulation 


By C8w Cookson, 
Science Editor 


The government should use 
the regulatory system to 
make sure that all biotech- 
nology companies make full 
use of external scientific 
advice, the House of Com- 
mons Science and Technol- 
ogy Committee said yester- 
day. 

Reporting on their investi- 
gation into British Biotech, 
tbe members of parliament 
concluded that the compa- 
ny's troubles were due 
partly to the fact that it 
lacked a scientific advisory 
board and did not have non- 
executive directors with 
expert knowledge of the 
drug development process. 

British Biotech shares are 
trading at about one-tenth of 
their 1996 peak of 370p. Their 
fall - due to disappointing 
results of clinical trials - 
has been exacerbated this 
year by allegations from 


RESULTS 



Supported: Dr Millar 


Andrew Millar. 

He was dismissed as clini- 
cal research director in April 
after claiming that the com- 
pany had released over-opti- 
mistic information about 
drugs in development and 
that directors had engaged 
in inappropriate share deal- 
ings. 

The committee declined to 


blame anyone for the col- 
lapse, in British -Biotech’s 
share price and the subse- 
quent wave of adverse pub- 
licity, which affected the 
whole biotechnology sector. 

"ft is not our role to pass 
judgment an alleged misde- 
meanours or to assess the 
propriety of personal share 
dealings,” the MPs said. The 
London Stock Exchange 
investigated these matters. 

The immediate cause of Dr 
Millar’s dismissal was his 
action in telling Perpetual 
Investment Management 
Services, the company’s sec- 
ond largest shareholder, 
about his ooncems. “Dr Mil- 
lar’s actions in briefing per- 
petual. while certainly 
unusual, seem more the 
product of difficulties at 
British Biotech than the ori- 
gin of them,” tiie report said. 

But members of the com- 
mittee went further in show- 
ing their personal sympathy 
for Dr MxOsr at a news con- 


ference in the House of Com- 
mons. "I was very impressed 
fay his real and written evi- 
dence," said Alan Williams, 
acting chairman, “and my 
feeling is that what he did 
and said was In the public 
interest* • 

The MPs were surprised to 
learn that British Biotech 
had no external scientific 
advisory board - standard 
practice in the US biotech- 
nology Industry. They urged 
the government to encour- 
age all companies in the sec- 
tor to "make frill use of 
external scientific expertise 
and advice". 

The inquiry also showed 
up a conflict between the 
needs of ' investors - 
reflected in the stock 
exchange's requirements for 
frill disclosure of price- 
sensitive information - and 
those of drug regulators who 
prohibit promotion of 
products before they are 
licensed. 
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Somerfield seeks 
Booker merger 


By Peggy HoHnger 


Somerfield yesterday 
announced it was in merger 
talks with Booker, the strug- 
gling food wholesaler and 
distributor, just six months 
after more than doubling its 
size through the takeover of 
the ailing discount ' food 
chain, Kwik Save. 

An announcement of a 
deal, which could create a 
business with sales of more 
than £llbn ($i&2bn) and a 
market value of about £3bn. 
is expected in the next few 
weeks. The two companies 
have begun due diligence. 

Somerfield shares closed 
down ISy.p ac 404p on the 
news. Booker fell 6p to 
267V4p. 

A merger would create a 
group with substantial buy- 
ing power, behind only the 
market leaders Tesco and J 
Sainsbary, he sa id. 

Hooker, which supplies 

460,000 independent grocers 

convenience stores and 
caterers through its cash 
and carry and distribution 
businesses, stressed yester- 


day that it was In discus- 
sions with several parties. 

However, it is understood 
to be at a mare advanced 
stage with. -Somerfield. 
Although the talks could 
break down over price, with 
the supermarket chain keen 
not to pay a premium in its 
proposed all share deal; this 
is thought unlikely. - . 

The food distributor has 
been forced to examine, a 
range of options for its busi- 
ness following a series of 
profits warnings over the 
past year. In March the 
board dismissed its chief 
executive, Charles Bowen, 
who has not been replaced, 
and tbe chairman, Jonathan 
Taylor, has announced his 
plans to retire. 

The group also unveiled a 
. restructuring plan in June to 
dispose of peripheral busi- 
nesses and fbcos -on whole- 
saling and distribution. 

The market was sceptical 
about the wisdom of a deal 
for Somerffeld, so soon after 
its take over of Kwik Save. 
"It is a leap too far," said 
one analyst. 
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DEC 


DM 20,000,000 

■fern Loan - 
Committed to 

GKAZK0MMERT8BANK 

Almaty/ Republic of Kazakhstan 

to Finance tbe Expansion of its. Operations and 
Long-Term Lending to Medium -Sized Companies in 

Knraithgfwn 

Provided by 

DEG - Deutsche loves titions- tmd 
EntwicklangsgeseUsdiaft mbH 

Cologne/ Gennaay - 
fulfim . 
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EQUITIES 


Wall Street thaws Russian chill 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 


CBnoor amt Ctagc flange data Onge 
can me mu ' m dw bd«ba bow** mm \ 


Synthetic Euro against the dollar 
S per euro 


E^P^OVERVIEW 




Trans-European equity 
indices lost ground yester- 
day as markets reacted nega- 
tively to Russia's effective 
devaluation of the rouble 
and its 90 -day moratorium 
on the repayment of foreign 
credits. 

However, many bourses 
dosed well off their lows and 
the FTSE Eurotop 100 index 
ended down just 8.60 points 
at 2 , 709 - 16 . 

The heavy exposure of 
German banks to Russia hit 
both the D-Mark and Frank- 


FISEEurotop 300 Eanjbtoc 
Mak " 


fhrt stocks, while Moscow’s 
move increased fears of fur- 
ther competitive devalua- 
tions in Asia. 

However, European mar- 
kets woe helped later in the 
day by fragile early gains in 
the New York and the hqpe 
that devaluation uiight ame- 
liorate Russia's economic 
problems 

The FTSE Euro top 300 
index closed down 3.79 
points at 1 , 177 , 28 , while the 
£TSE Ebloc 100 index, which 
tracks companies from the 
founder member nations of 
European monetary un io n, 
finished at 99853 , down 3 . 66 . 

Sectors suffering particu- 
larly heavy losses included 


distribution, down 252 per 
cent, extractive industries, 
down 146 per cent, and sup- 
port services, down 153 per 
cant 

Others wen electronic and 
electrical equipment, which 
dropped 158 per cent, and 
healthcare, (town L 78 . 

Rising sectors' Included 
construction, up 1.46 per 
cent, tobacco, up 2.12 per 
cent, and gas distribution, 
Up 3.39 per cent 

Meanwhile, Mark Howdle 
of Salomon Smith Barney 
argued in a report that Euro- 
pean markets had follerr too 
far and should now be 
bought 

“The market seems to be 


over-discounting the extent 
of the risk to earnings from 
Asia, Japan and Russia." be* 
said. “Europe is not about to 
be sacked into a global defla- 
tionary vortex. The other 
three pillars of Europe’s bull 
case - low interest rates, 
strong demand for European 
stocks. and the M&A boom- 
remain positive.” 

Ian Scott of Lehman 
Brothers was similarly bull- 
ish, arguing that the recent 
sell-off, coupled with the 
decline in bond yields, left 
stocks looting cheap relative 
to the yield on debt. He 
thought continental Euro- 
pean markets could rise 10 
per cent by year-end. 
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With the introduction of the euro, the pressure on European companies to consoOdate 
their business will intensify, and governments will continue to privatise state-owned 
businesses. Credit Suisse First Boston is a leader in European mergers and acquisitions. 
This expertise allows us to advise clients such as Courtaulds on its disposition to 
Akzo-Nobel, AGF with respect to the offers from Generali and Allianz and CJBA Specialty 
Chemicals on its acquisition of Allied CoKoids. in fact, our most recent advisory role 
was as adviser to Chrysler Corporation on the largest cross-border merger to-date, with 
Daimler-Benz. Change means opportunity. 
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INTERNATIONAL CAPITAL MARKETS 


European prices firmer but well below day’s highs 


GOVERN 

By Vincent Botand la London 
and John Labels in Now York 

Markets were in two minds 
about the impact of Russia's 
de facto devaluation of the 
rouble. Prices jumped ini- 
tially on the expectation that 
it would be bad for equity 
markets but gave up same 
gains later as that view was 
not immediately borne out. 

European bands ended 
firmer, supported by opening 
strength in the US, but were 
well off the day's highs in 
thin, nervous trading. 

“The market approach is 
still confused but it is taking 
a sanguine view,” said Glenn 
Davies at Credit Lyonnais. 


Mr Davies said bond inves- 
tors had reason to be bullish 
on two fronts - bonds are a 
safe haven in times of tur- 
moil. and would benefit if 
Russia's problems contrib- 
uted to a slowdown in eco- 
nomic growth - but con- 
cerns over the effect of the 
devaluation on Germany, 
both directly on the banking 
sector and indirectly 
through any negative impli- 
cations for important Ger- 
man export markets in east- 
ern Europe, were worrying. 

“Investors should be more 
negative about bunds rela- 
tive to other markets, and 
spreads should be tending to 
narrow. Bat they are not 
doing that, which is a sur- 
prise,'’ he said. 


Trading in GERMAN 
BUNDS reflected the mar- 
ket’s wish to tread cau- 
tiously. After shooting up at 
the outset and touching 
1LL22, the September bund 
future was trading at 111.13 
by early evening, up 036 on 
Friday's dose, with 435,000 
contracts exchanged in 
Frankfurt 

Analysts said the safe 
haven status of bunds would 
continue to support the mar- 
ket for now. even though it 
was looking expensive on 
technical grounds. Only a 
return of stability to Russia 
and Asia would trigger any 
immediate correction. 

“Leaving today's events 
aside for a moment core 
Europe will continue to do 


well iitiIpbi Russia flares up 
again, and Germany should 
continue to do better than 
most,” said Giorgio RadaeMi, 
head of European market 
research at First Chicago 
NBD. However, the real 
beneficiary of Russian uncer- 
tainty would be the US mar- 
ket be added. 

The effective devaluation 
of the Russian currency had 
little lastin g impact on US 
TREASURIES by midday, 
just prior to President Clin- 
ton's grand jury testimony. 
Analysts tended to discount 
any fall-out far the markets 
from the Lewinsky affair, 
but some said it would be 
wrong to ignore it entirely. 

By early afternoon the 
benchmark 30-year band was 


up ix at 99ft. yielding £545 
per emit. The two-year note 
was & firmer at 1004. yield- 
ing per wwt, while the 
10-year note was up 4 to 
1013, yielding 5.395 per cent. 

Prices had moved higher 
in early trading on the news 
of the rouble devaluation, 
but raw ip off later 

“The market has ground 
to a standstill in the face of 
whatever comes oat af this 
presidential testimony,” said 
William Gamba, manager of 
bond trading at Cowen & Co. 

Investors appeared unwill- 
ing to take positions in the 
market before details of the 
testimony were revealed. 

No further economic data 
were due to be released yes- 
terday afternoon, but a new 


report on consumer price 
was expected to be pub- 
lished. Also, the Federal 
Reserve's Open Market Com- 
mittee is set to meet on 
Tuesday to discuss interest 
rate policy. 

Although analysts do not 
expect a move on interest 
rates at this time, they think 
a change in the Fed's out- 
look from the current tight- 
ening bias is more likely. 

The UK GILTS market, 
also watching interest rates, 
moved higher but underper- 
formed relative to bunds 
ahpari of the latest inflation 
and retail sales data, due 
today and tomorrow. 

Investors were mostly on 
the sidelines, however, with 
little activity on Liffe, where 


just 30,000 contracts had 
traded by late yesterday. 

The September gOt future 
settled 009 higher at 11026. 
having reached 110.34 ear- 
lier, while the spread 
between 10-year gilts and 
bonds widened to 125 basis 
points from 122 points at the 

of last week. 

The inflation data are 
expected to show a decline 
in the p"™™ 1 rate, which 
would the pressure far 
frlg frer Inter est rates. 

Other European markets 
posted more modest gains on 
the back of higher bunds. 

SPANISH BONOS settled 
0.16 higher at 111.87. after 
pn r l ip r breaking through the 
112 barrier, an turnover of 
57,000 contracts. 


Russian move sparks collapse 
throughout emerging markets 


New international bond issues 


tana* Conpc n 
m. % 


By Simon Davies 
and Jeremy Grant 

The rout in emerging bond 
markets continued yester- 
day, as the Russian govern- 
ment’s decision to allow the 
rouble to weaken and the 
moratorium on same exter- 
nal debt repayments sparked 
a collapse across the emerg- 
ing markets spectrum. 

Sergei Klriyenko, Russian 
prime minister, last week 
said the market collapse was 
an issue of psychology and 
not economics. This was 
borne out by a sell-off from 
Bulgaria to Brazil. 

David Lubin, economist at 
HSBC Markets, said: “Rus- 
sia’s GDP is not blowing a 
hole in the international 
economy. The source of con- 
tagion is finan cial. Holders 
of Russian debt are holders 
of other emerging market 
debt, and given their losses 
in Russia they now want to 
take profits or minimise 
losses from other holdings." 


WORLD BOND PRICES 


Emerging market bonds . 

Tata return on JP taxgan Emerging Hartal Band Mkra frebased} . 



Russian eurobonds fell 
yesterday after the govmn- 
ment declared a moratorium 
on foreign debt payments, 
although it was not clear to 
which debt it was referring. 
Bankers were encouraged, 
however, by comments from 
officials that sovereign obli- 
gations were unaffected. 


The mere mention of a 
moratorium had been 
enough to send shivers 
through already shaky Rus- 
sian debt and other emerg- 
ing markets. 

Bankers were predicting 
that Russia would have diffi- 
culty tapping the interna- 
tional capital markets, even 


if emerging market senti- 
ment improved later in the 
year. 

“There’s- an obvious risk 
that Investors are so fed up 
with Russian exposure they 
won't want anything mare to 
do with It." said Chris Port- 
man, senior analyst at ANZ 
Investment Bank. Russia has 
said it rums to test foreign 
investor appetite again in 
October. 

Standard & Poor's, the US 
credit rating agency, will not 
have helped. It downgraded 
Russia on Friday, and moved 
in again yesterday, dropping 
Russia’s credit rating from B 
minus to CCC. implying vul- 
nerability to default. 

Other emerging market 
issuers are likely to find it 
almost as hard. 

“Even if people are misun- 
derstanding the interna- 
tional implications of the 
Russian financial crisis, 
there is still no reason to 
buy emerging markets 
bonds,” Mr Lubin said. 
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With the gloom surround- 
ingthe state of the Japanese 
economy and fears of an eco- 
nomic slowdown in the US, 
developing countries are 
looking increasingly vulner- 
able. 

Trm Unger, wnm-ging mar- 
kets analyst at IN G Barings, 
said: “Central European 
local markets have held up 
reasonably well. There’s 
been no massive panic. The 
economic factors driving 
these countries are very dif- 
ferent, and the linkages with 
Russia are much less than 
they used to be." 

The trade exposure of cen- 
tral Europe to Russia is rela- 
tively low, and any decline 
could easily be met by 
export growth to western 
Europe. 

The shock waves from 
Russia were felt far farther 


afield, however. Brazil’s "C" 
Brady bonds were down by 
4.125 to 65^ at 6pm London 
time, and Argentina was hit 
hard as wefl. 

Peter West, chief econo- 
mist at BBV, said until yes- 
terday. Latin American debt 
had significantly outper- 
formed other emerging debt 
markets. However, Russia 
bad “driven a further nail 
into the coffin of the emerg- 
ing market asset class”. 

Comparing Russia’s debt 
woes with those of Mexico 
during the “tequila crisis”, 
Mexico at least had been 
able to keep servicing its for- 
eign debts and maintain a 
functioning T-bill market 
Russia is having trouble 
with both. 

Richard Gray, head of 
emerging markets research 
at Bank of America, said the 


economic fundamentals were 
unchanged in the region and 
that this offered some scope 
for decoupling of risk from 
Russia. 

Argentina has raised its 
funding target for the inter- 
national capital markets 
already tins year, but was 
due to sell around S2bn of 
so-called patriotic boncte, and 
this could now become more 
difficult 

Moreover, a number of 
Latin American govern- 
ments were due to raise 
funds through privatisations 
in the equity markets, which 
have also been hard hit, 
creating greater pent-up 
demand for capital from the 
International markets. 

The pipeline for emerging 
market issues into the inter- 
national capital markets 
looks set to grow and grow. 


Resurgent 
India bond 
issue to 
stay open 

By Krishna Cuba 
in Bwribay 

State Bunk of India 
yesterday announced that 
the issue of sovereign Resur- 
gent India bonds to expatri- 
ate Indian Investors will 
remain open for a further 
week - xp wprtng fears that 
the amount raised so far has 
fallen short of expectation*. 

The news did little to calm 
jitters in the foreign 
exchange market, where the 
rupee closed at Rs43.18. 
s li g htly above its record low 
ngfliTret the US dollar. 

The Resurgent India bonds 

- intended to bolster India’s 
foreign exchange resen ts by 
appealing to expatriate pride 

- were originally expected to 
raise $2bn to $2.5bn. 

Opening the issue in Delhi 
on August 5, M. S. Venus. 
State Hank chairman, said it 
could raise up to 33-5bn but 
by the end of fast week only 
Sl.Gbn had been collected. 
Analysts believe it will now 
struggle to top $2bn. 

State Bank insists the 
issue Is on target. Rircndra 
Singh, general manager, 
said: "It is now dosing on 
August 24 because of the 
persistent demand from 
retail investors all over the 
globe and also the number of 
holidays during this period." 

The issue ran into diffi- 
culty in the US. where lead 
managers struggled to 
obtain clearance from state 
regulators outside New York 
in time to raise subscrip- 
tions. 

It is also controversial at 
home. Some economists 
question the wisdom of offer- 
ing debt to non-resident 
Indians only, arguing that 
an open offer would deliver 
cheaper funds. Five-year dol- 
lar denominated Resurgent 
India bonds carry a coupon 
of 7.75 percent 


BENCHMARK GOVERNMENT BONDS 

M H 1 Day {fig Me efis Norm 


0750 

£ij 

TOd 

526 

+031 

-032 

*8* ( 

+011 

5L2L 

+024 






330 


-0.10 


-029 


Open Sett pica O* 

■De Hgli tar E 

5.000 

1023300 

432 

-004 

-038 

-022 

-1.11 

Sep 1 

06.79 106.77 +1 

123 10099 106.71 

4300 

5J50 

1002900 

106.1200 

3.77 

438 

-036 

-004 

-0.10 

-038 

-021 

-021 

-019 

-137 

+1.15 

-041 

B UK IBM 



5300 

6300 


829 

556 

+032 

*031 

-033 

+032 

+034 

+O.10 

Stria 

Price 

102 

103 


Due Sop ( 

420 

321 - 0 

6300 

7300 

1103000 

(183000 

421 

426 

-035 

-033 

-0.12 

-009 

-0.17 

-0.19 

-038 

-153 

11300 

(023199 

Jffl 

-tttB 

-0.19 

-0(9 

-oar 

KM 

HI Z33 

Ml - a 

6300 

1103050 

439 

-033 

-038 

-022 

-124 

105 

1J7 1.43 

131 032 0. 

4300 

1002900 

327 

-031 

-005 

-012 

-027 

Eft *1 UL GW 1M M 2235 . Mb itqH qnl fit. Cm 51552 ftB 5S70I 

7500 

1183209 

428 

-OOP 

-030 

-028 

-091 




3250 

1052200 

457 

-031 

-036 

-024 

-130 




5500 

1017900 

5.18 

- 

-03Z 

-017 

-1.13 




... „„ wrawny 





BM 

M 

DWl 

am 

MOT 

<*fr 

Spmd 

» 

pda 

* 

y« 


GHH 

107.7500 

<32 

-001 

-022 

♦017 

1075700 

433 

-002 

-021 

+0.18 

1012500 

530 

-am 

-007 

♦076 

UXL5957 

331 

-0.07 

-027 

-031 

1053500 
1073200 ■ 
121 3800 

434 

■4.34 

437 

-034 

-004 

-034 

-028 

-030 

-025 

+033 

♦013 

♦035 


5-500 112.8600 
5250 1063500 
5.625 107.4000 


6500 1003300 
6300 1161400 


4300 1003000 
4 750 101.4100 
5300 102.0300 


4J6 -034 -0.10 -020 -034 ■ BOnOBAI. SEBMAN BfflB HfTINES frJffg* IMgO0OO lOOftscMOOH 


4.40 -034 -030 -023 -131 
611 -031 -032 -018 -12B 


432 -035 -0.11 -030 -133 DdC ■ 

4.71 -034 -Oil -029 -1.73 


Open pries anoge tflgte 


11029 4033 


Low Est ft* Open M. 


-017 

-023 

♦043 

♦039 

-026 

♦070 

-027 

♦032 


422 -034 -034 -0.17 -137 ■ BIBB RTTOBBS OPIUB (LfFE) DM2SQ300 points of 100% 

441 -033 -035 -019 -1.79 

423 -033 -003 -0.19 -133 SWa CM13 


6500 1172200 

522 -003 

- -0.18 -158 

Sep 

Oct 

Nor 

DEC 

Sto 

0d 

Nor 

Oat 


a.-. . _ 


.BOO 

net. 

• ' , . 


6.400 II 

4500 1 
X000 1 
2.700 1 

SI 

0.44 -003 

031 -003 

122 -001 
206 -002 

+001 -0.13 -0.18 11180 

-tun -023 -0.71 111ba 

-001 -026 -an 11208 

-003 -028 -057 Eft m h 

031 

0.11 

004 

*4 0*6158 

027 
0-15 
007 
Ml 2978 

034 

020 

011 

051 

035 

024 

I’m# M 

021 Q 

051 1 

094 1 

-Cab 18B09 

190 

36 

78 

P88 12208 

135 

1A1 

132 

a 

122 

136 | 

135 J 

i 

saw Com 

KSI 

P*eaKa 

irdakigSM 

02471 938 

12101 013 

am 1075 

■* c tan ntegmtt 

B 1020000 000 

88- 1033750 000 

0- 992500 000 

: art imnT 1 ate. Sam* taMtas 

I I BteerL- 

_ Toronto 
Baton 

QaaFT Mnrikn. DeUBCftP 

0k 

da 

BFW 

06AM 

05AM 

07/99 

09/02 

9500 AAA 1170970 601 

0500 A/M- 1120011 537 

10325 A+ 1040897 533 

5375 AAA 909096 500 


9300 1083300 
5250 105290Q 



5375 IQ2310Q 
5375 1043100 


+ 0.16 + 0.15 

+016 +011 





IVh'l 

Lull 



om 

Sap 10631 

Settprtca C&age 
10804 +0.10 

»gh 

10704 

Lim Em. wl 
10601 124061 

Open int 
310,723 


[iB 4 =7-1 : a, 


1 422 

1 4.78 

-002 

-003 

-an 

-oiz 

-OJB 

-ai7 

-073 

-108 

1 104 

_ 

-aas 

-033 

+037 

1 278 

-OK 

-001 

-059 

-074 

832 

-001 

_ 

-026 

-084 

556 

-00) 

-004 

-025 

-120 

659 

-0.01 

-001 

-025 

-147 

1 833 

-001 

-001 

-018 

-107 

5JS 

-0.01 

-O0T 

-018 

-061 

557 

-003 

-004 

-016 

-087 

i 5.40 

+081 

-001 

-an 

-091 

555 

-005 

-007 


KfTj 

1 308 

1 458 

-JUKI 

-QJE 

-006 

-007 

-a.i7 

-025 



UK BONDS 


1 Up to 5 yean (It) 

2 5-15 yon (20) 

3 Owr 15 years (5) 

4 bratoandites (4) 

5 Ml stacks (46) 


Aog 17 dmoa % Aug 14 tagreg 

11930 034 11935 239 

164J9 009 16434 151 

20003 015 20071 235 

26836 021 2B701 . 333 . 

15633 009 15634 249 


Aw 17 tee 14 ft. api Aap 17 4MQ 14 V7- apn Aug 17 teg 14 Yr. ago 


634 5 yra 

671 is yn 
740 zo yra 
833 mit 
637 


534 535 

5.43 544 

5.40 541 

533 564 


730 831 6,02 

730 054 535 

7.00 532 533 

7.16 


738 631 
737 534 
737 533 


630 7.12 

535 7.13 

531 7.13 


-Aug 17 Aug 14 


MtoolSK — 
flag 14 w. wo 


| i .■)!.' : wk 

<-Vl »i!T 

‘lli'/.'.vil'.v 



WS: 


m 

LOOOlOOItoo 

Lav 

MOWt 

Est wl Open tat 

0 2316 


UK GILTS PRICES 





Ltt.r.'.'r.'.ViTTiii'.v 








l^/2> 








































2 


'$■ it’w-rm.k- 
•6+$**+ >•• -s !. 


- ■ • it*: 

!>- . •_* 

— f = 7“ 


r%.st -. , 

A*. --4Ui * + . 


ft nfe 
*f**h .r 

“'Alt*’’ 

*V- r_,_- 

...... 

^ , r.>-. ns . V. 


Se 

k ab « 

Ssu « to 

% 


j ,- .. 


ft 'AS + WV? 
f.-J. 4 8. - •._ . 

L-U 

■»( ■■• t ■■ 

«?\f 

». <■».-,•:+ ^ 
’ivf-xt-v -■ 


i CMOS 


^KE73RH»ORT 
By Simon taper and . " 


Ruasia effectively devalued 
the rouble by mare th a n 30 
per cent yesterday, yet other 
currencies barely suffered. 

Russia said the rouble 
would float within a band of 
6 to 9:5 against the dollar 
until the end of the year. 
The previous band limits 
lad been 527 and 7.13. Rus- 
sia's central bank also raised 
its overnight credit rate by 
100 percentage points to 250 
percent. 

The rouble had been under 
attack, for weeks. Nick sta- 
menkovic, chief European 
economist at Bank Austria 
Creditanstalt Futures Group 
In London, said the market 
had been pricing in a devalu- 
ation since George Soros 
appealed for one in a letter 
to the Financial Times last 
week. 

While Russia got pneumo- 
nia. no one else even caught 


POUND SPOT FQRYtfARD AGAINST THE POUND 


a cold. Eastern European 
and Asian currencies end ed 
the day only slightly down, 
and the D-Mark rallied after 
an initial slide* although 
pressure on the Brazilian 
real increased. 

"Russia has always been a 
case apart,- said Richard 
Gray, emerging markets ana- 
lyst at Bank of America in 
London. This, was partly 
because most Russian trade 
was denominated in dollars 
and was therefore relatively 
immune to moves in the rou- 
ble. Another strategist said: 
“Significant as Russia is in 
the debt markets an<j from a 
geopolitical point of view, 
the dominant issue for 
global markets is Japan.” 

The D-Mark initially 
dropped to a five-week low 
against the dollar below 
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DMLSi, because of the 
weight of German bank 
loans to Russia. But as ABN- 
Amro noted, SO' per cent of 
outstanding Goman loans to 
Russia are hacked by -Ger- 
many's export credit agency. 
Tim D-Mark soon rallied and 
in- late US trading stood at 
DM1.794, 0.3 pfg above its 
Friday London close. 

M The rouble's devaluation 
left many questions unan- 
swered. Sergei Kiriyenko, 
Russian prime minister, 
even denied that Russia had 
devalued. The government 
said, rather cryptically, that 
the “new currency regime* 
involved “maintaining strict 
daily boundaries*. 

How far might die rouble 
laC? "Much wBl depend on 
whether a run an the rouble 
by Russian corporations and 
dtizms can be contained." 
said David Siinmonds, head 
of research for central and 
eastern Europe at Citibank 
in London. 

Mr Gray was relatively 
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sanguine. He said Russian 
bonds now looked good 
value, while Russia bad 

bought itself time by declar- 
ing^ 90-day moratorium on 
seme of its debt 

■ The pound fell again, 
partly because of a report by 
Incomes Data Services, the 
pay analyst, which 
suggested that annual UK 
wage growth was dropping 


below the Bank of England's 
comfort level of is per cent 
Sterling hit a seven-month 
low against the dollar and 
closed in London 0.7 cents 
down at $LS16. Against the 
D-Mark it feli 1.6 pfg to 
DM23QQ. 

Brian Marber, the maver- 
ick technical analyst said 
the pound would most prob- 
ably hit *L5976 by Friday. 

■ The yen held stable Just 
above its eight-year low 
against the dollar yesterday, 
as Tokyo officials again 
suggested that they might 
intervene for their currency. 

Haruhiko Kuroda, senior 
official at the ftnqflpp mink. 
try. was unusually specific 
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in saying that the recent 
exchang e rate of about Y146- 
Y147 against the dollar was 
excessively low. Later in the 
day, Mr Kuroda’s colleague 
Exsuke SahaMhara, the leg- 
endary “Mr Yen”, was 
quoted as saying that the 
yen’s depreciation was 
nearly over and that Japan 
would intervene when the 
time was rigbt 

Why was Mr Sakaklhara 
so confident? He said that 
European currencies would 
stop rising so quickly and 

noted that the Mexican and 

Canadian currencies were 
failing. The dollar alone 
could not sustain its 
strength against the yen. he 
was quoted as saying. 

In late US trading the yen 
stood at Y145.7. barely 
changed from Friday night 

■ The Bank of Canada con- 
tinued its recent practice of 
intervening for its currency 
dally. Even so, the Canadian 
dollar fell 05 cents to C$1524 
against the US dollar. 
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Subordinated [loafing rate 
notes due August 2002 
In accordance ntth the 
: pmatsiom of the notes, notice 
! Is hereby given that for the 
I interest period IgAagast 1998 
to I8NooemberI998 the 
i notes asQ carry an interest me 
of 53625% per aream. Interest 
payable on the relevant 
Interna payment date 18 
Nooember 1398 udU amount to 
USSn.08 per USSS.000 note. 

Gbbal Agency and Tam Sendees. 
Cftanft, KX. London 
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N.V Nederlandse 
Gasunle 

DEM 75,000,000 
Inverse floating rate 
notes due 2003 

T he no tes artit bear interest at 
0875% per annum for the 
interesf period IS August 1 998 
to 18 February 1999. Interest 
payable on >8 February 1999 
wiUamoaat to DEU 4136 per 
DEM 1.000 note and DEU 
45361 per DEM 10.000 note 

Global Agency and Trat Services, 
□tibank, MA. London 
ISAugusi 1338 


TECHIMIP: FIR5T HALF OF 1998 
Increased turnover and backlog 

TURNOVER 

During the first half of 1998, TECHNIP achieved consolidated turnover 
of 5.81 billion francs, an increase of 8.8 % over the corresponding period 
of 1997 which amounted to 5.34 billion francs. 

Consolidated turnover 

[in nriffiws of French francs ) 1 998 1997 

1st quarter 2,730 2,433 

2nd quarter 3,080 2,907 

Total 1st half year 5,810 5.340 


BACKLOG 

Hie uncompleted part of contracts in progress (backlog) within the group 
at I fufy 1998 amounted to 17 billion francs, a new historical record 
(16.3 billion francs at I January 1998). This represents about 16 months 
turnover. 

RESULTS 

The accounts at 30 fune 1998 are currently being finalised and audited 
and will be submitted to the Board for approval mid-September 
Despite difficult worldwide conditions, the net profit for the year should 
be greater than in 1997. 


TECHNIP 
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COMMODITIES & AGRICULTURE 


Venezuelan report hits hopes for oil price 


By Gary Mead 


Another fissure emerged 
yesterday in the fragile 
agreement of the Organisa- 
tion of Petroleum Exporting 
Countries to cut production 
to boost low prices. 

Luis Giusti, president of 
PDVSA, Venezuela's state- 
owned oil company, told El 
Universal, the Venezuelan 
newspaper, that “reality 


indicates that only lm b/d 
bad been cut" from Opec’s 
total pledged production 
cuts of 3 -5m b/d. 

Mr Giusti said Venezuela 
bad abided by its promise to 
cut 525,000 b/d and had no 
plans to withdraw from the 
agreed programme of cuts. 

However, he called for 
“new consultations” to find 
out why the promised total 
reduction has not been 
achieved. 

The of the problem 


was revealed by a PDVSA 
statement that this year it 
would contribute $S.9bn to 
the treasury, compared with 
mare than gllbn In 1997. 

Mr Giusti’s remarks were 
seen by the market as dent- 
ing hopes that Opec would 
manage to reverse this 
year’s low price trend with- 
out help from the northern 
hemisphere win to*. 

On the International 
Petroleum Exchange, Octo- 
ber dated Brent crude stood 


at $12-38 a barrel in late trad- 
ing. The September contract, 
now expired, closed on Fri- 
day at $12-05- 

Analysts felt the $12 mark 
could again be tested in the 
coming days. 

Trading in coffee and 
cocoa on the London Inter- 
national Financial Futures 
Exchange was subdued. 

Investment funds sold 
ccteoa heavily on New York's 
Coffee, Sugar and Cocoa 
Exchange on Friday and 


traders on T.ifTe caught up 
with the general retreat yes- 
terday, forcing the December 
contract down to £1.078 a 
tonne by the close of busi- 
ness. 

On the London Metal 
Exchange, the afternoon 
"kerb"' trading saw aH but 
nickel relatively unmoved; 
three-month copper was up a 
mere $4 to $1,631 a to nne , 
while nickel lost $85 in thin 
trading volumes, to finish at 
$4,085 a tonne. 


Some analysts saw the 
effective devaluation of the 
rouble as having a potential 
impact in the metals mar- 
kets., but only if Russia bad 
significant stockpiles of base 
metals it could export rap- 
idly. 

GtH l said in its daily com- 
modity report that the “real 
impact of the move is not cm 
Russia, bed: whether further 
pressure is placed on the key 
economies of China. India 
and Brazil to do the same”. 


China counts cost of worst 
floods in modern history 

The total impact on agriculture is hard to evaluate but cotton, 
wheat and rice seem to be worst hit, writes James Harding 


T he worst flooding in Chi- 
na's modem history has 
inundated an area of 



farmland roughly the size of 
England and Ireland put 
together, swamped the liveli- 
hoods of tens of millions of 
farmers and started to alter 
the outlook for world trade 
in a number of key agricul- 
tural commodities. 

And the crisis is not over 
yet. Yesterday, Chinese 
authorities warned that 
heavy rains were expected to 
hit flood-stricken areas 
today, threatening to breach 
mare dykes and bring fur- 
ther devastation. 

Nor is the flooding the 
only problem. Hus summer 
has not only been the wet- 
test in decades, but also the 
hottest on record in parts of 
China, where drought has 
damaged summer output 
and hampered planting of 
the year's second rice crop. 

The damage to Chinese 
agriculture has been huge. 
As more than 21m hectares 
of land in some of the most 
fertile areas of the country 
have come under water, the 
s umme r gr ain harvest has 
been cut by 11m tonnes and 
the ministry of agriculture is 
now forecasting that China 
may be unable to meet its 


grain production target of 
492.5m tonnes for 1998. 

it is difficult to evaluate 
the total impact on Chinese 
agriculture as the crisis con- 
tinues but cotton, wheat and 
rice appear to be worst hit 
Cotton is widely grown 
along the centra] readies of 
the Yangtze valley, the area 
mast affected by the unusu- 
ally fierce seasonal flooding. 
Fanners have reported that 
the crop was first damaged 
while much of it was in 
flower. Hie plants were then 
stewed for weeks in water 
and hot sun. 

Analysts and officials are 
still calculating the scale of 
the damage and watching 
the weather over the next 
two weeks, which will be 
crucial for the cotton crop. 

A drop in cotton produc- 
tion is likely to mean little 
for would-be importers to 
China, as it has a substantial 
cotton mountain, but might 
diminish the prospects of 
Chinese exports. 

"The Chinese were talking 
about exporting cotton, but 
they may be less likely to 
export if they have a shorter 
crop this year," says one 
industry observer. 

The spread of flooding to 
north-eastern China has 


raised concerns about the 
impact on the country's 
main wheat-growing area 
and fuelled expectations of 
wheat imports. 

The US Department of 
Agriculture reported last 
week that “projected 1998-99 
global wheat production Is 
down from last month, led 
by an 8m tonne reduction in 
China's crop”. This is largely 
a reflection of the lower than 
forecast harvest of winter 
wheat in the spring, dam- 
aged by severe weather ear- 
lier this year. 

However, with the possi- 
bility of farther checks on 
Chinese wheat output as a 
result of the floods, there is 
speculation about possible 
demand for overseas wheat 

“Recent trade reports 
point to a smaller and qual- 
ity impacted 1998 wheat har- 
vest making a rise in Chi- 
nese wheat imports an 
enticing possibility,” the 
USDA says. However, the 
prospect is tempered by Chi- 
na's enormous grain stocks 
and the possibility that 
chang in g government sup- 
port policies may curb large- 
scale import demand. 

The impact of the floods 
on China's rice production 
remains unclear. So far, offi- 


cials have said there will 
continue to be a surplus and 
prices will remain stable. 
The USDA calculates that 
China's rice crop for 199849 
has fallen by 2m metric 
tonnes to 138m tonnes. Argu- 
ably. the most serious effect 
will be a delay to the plant- 
ing of the second crop. 

Even before the terrible 
weather struck. Chinese 
farmers were having a diffi- 
cult year. Three successive 
strong harvests - have 
resulted in a glut in agricul- 
tural produce, which has 
driven some farm prices 
down by as much as 50 per 
cent this year. 


The decline in farm prices 
has been a powerful factor 
behind the gathering defla- 
tionary pressures in the 
broader Chinese economy 
and has also held in check 
rural income growth. Beijing 
has indicated that the reduc- 
tion in prices In a number of 
products has made it 
unlikely that agricultural 
incomes will rise sufficiently 
to reach the government’s 
target of a 5 per cent 
increase this year. 

Some officials, therefore, 
have started to offer a mildly 
optimistic interpretation of 
the flooding, suggesting the 
potential reduction in this 


year’s farm output could 
ease pressure on China’s 
swollen grain stores and 
revive prices. 

But, much depends on 
when the rain stops - and 
not just lor agriculture. 

Yesterday, further con- 
cerns were expressed about 
the threat of the floods to 
China’s largest ftiiflrfd , the 
Daqlng wells in north-east 
China. Tens of t ho u sand* of 
soldiers were said to be in a 
“life or death” struggle to 
reinforce reservoir walls to 
protect the huge field, which 
accounts for well over a 
third of China’s domestic ofl 
production. 




NEWS D IG EST 


BA UXITE 

Jamaica lifts production 
5.2% in 1998 first half 


Jamaica's bauxite production reached 6.3m tonnes inthe 
first half of the year. 5L2 per cent higher than during the 
same period last year, according to the Jamaica Bauxite 
Institute, a government agency that monitors the industry. 
Alumina output rose 1.7 per cant to 1.9m tonnes. How- 
ever. bauxite revenues from exports are running behind 
last year’s levels because of what an official sad was a 
weak international market Jamaica is the world's third big- 
gest ttaorif? producer, after Australia and Guinea, 

The Increased production of bauxite was caused by 

higher demand by refiners and a "stable industrial ratetiwis 
efrmate", the offidal said. The industry brought the aland 
revenues of $733m last year, but this is expected to be at 
least $50m less this year because of the state of the mar- 
ket. “We wffl-make up tor some of this through higher pro- 
duction.” foe government said. 

Bauxite production for the whole year b likely to surpass 
last year's 12.03m tonnes, but expansion of alumina out- 
put will depend on the speed at which refiners can expand 
capacity. The refineries, which are owned by US. Canadian 
and European companies and the Jamaican government, 
are being expanded to lift capacity by about a hall to 4.5m 
tonnes a year over the next five years, through greenfield 
expansion and the refurbishing of plants. 

The Jamaican industry's prospects improved recently 
with an accord among, foe companies, the government 
and labour unions to improve productivity. The pact is 
intended to lift production and reduce labour discord, it 
follows several years of uncertainty, during which produc- 
tion was interrupted by str&es during wage negotiations. 


COCOA 


Cameroon crop increased 

Cameroon’s cocoa crop rose to 126.804 tonnes in the 
1997-98 season compared with 125,623 tonnes m the pre- 
vious season. The country Is one of the world’s leading 
producers of cocoa. 

The government said around 90 per cent of the 100.204 
tonnes exported In the 1997-98 year to July had reached a 
fair fermented grade after steps to raise quality, compared 
with 69 per cent In 1996-97. Local industry took the other 
26,600 tonnes of the crop. Top quaSty cocoa totalled 7 
per cent of the crop. Cameroon cocoa has been routinely 
discounted on world markets in the 1990s, since Sberalisa- 
tion of the domestic Industry was followed by a reduction 
in bean quality. 

The Cameroon Inter p ro fe ssional Cocoa and Coffee 
Council (CfCQ said local producers had skewed internal 
cocoa prices by offering more than the average price to 
termers compared with foe previous season. The CICC 
said farmers needed to be better organised into local units 
so they could be contacted with information on world mar- 
ket trends as part of at tempt s to ensure local market - 
transparency. 

Cameroon’s National Cocoa and Coffee Office expects 
output to reach 150,000 tonnes by 2000. The new 1998-99 
season started last week. Reuters, Yaounde 


COMMODITIES PRICES 


BASE METALS 
LOUDON METAL EXCHANGE 

(Pricau bom A matQmiitHri Metal T«Sfl0 
■ AiBHHHM. «9J P0KTY (S per km} 


Precious Metals continued 

■ GUO C0HEX (100 Tte an Slhoy ml 


GRAINS AND OIL SEEDS 

■ mKTIffE tun tomes; £ par tana) 


SOFTS 

■ COCOA UFFE {10 


Efesrat 



Cate 

3 men 

owe 

13023-03 

1323-235 

Prerious 

13145-154 

1334-35 

KgMnv 


133871318 

AM Official 

130244)3.0 

1323-235 

Kart) clow 


139-38 

Open U. 

300.000 


Total 4ab tummr 

100.878 


■ AUHUM0H AU0Y (5 par tonog) 


Oose 

1141-43 

1165-87 

PrertM 

1150-60 

1170-80 

MqMm 


117571185 

am Official 

1141-43 

1105-87 

K«fi ctaa 


1170-75 

Open inL 

6,684 


Tool ritety bums' 

2402 


■ LEAD $ per (Dane) 



Oose 

548-9 

552-3 

Pmtaos 

550-61 

5585-7.0 

MpMm 


5541548 

AM Official 

548-48 

552-63 

Keita dace 


552-3 

Open mt 

37424 


Tote itaj famare 

11.278 


■ ■C8H. (S per ww) 


Oose 

4035-40 

4105-10 

Piwtao 

4100-105 

4160-85 

Wghflow 


415074060 

AM Official 

4035-40 

4105-10 

Koto dose 


4080-60 

Open «L 

54450 


Tote iWf fenonr 

23,132 


■ TM(5perknW 



□use 

5760-70 

5660-70 

Fterioos 

5805-10 

5680-30 

HflWtow 


585015640 

AM Officte 

5760-70 

5860-70 

KM] dPSfl 


5870-75 

Open InL 

15.598 


Tote (Mr tanner 

4.189 


■ ZTC, wactei Mgb grated P* tew) 

Ota 

1018-185 

1038-385 

Prarioos 

10315-32.5 

1050-51 

»BMow 


1041/1033 

Ml Otecte 

1018-185 

1038-38.5 

Kerb dose 


1035-36 

Optra w 

88463 


Tote dte|r temr 

33,147 


■ coppffl, greiB A (5 per tana] 


Ota 

16D3-0S4 

1623-24 

Pimns 

16155-165 

16353S5 

Wgrvtm 


163271614 

AM Official 

1603-035 

1823-24 

Kero dta 


1632-33 

Open K 

171.413 


Tote Pair tram 

8B077 
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■toys 





Mt 

ifon 






Salt 

Dej*» 



Opw 



price etaege Ugti 

few 

Vet fed 


price 

ebwp 

. Mge 

lam 

VCI 

fee 


priea « 

tame 

M* 

lam 

M tat 



2813 

*1.4 

2865 

283.1 

40 813 


7375 

*085 

71.75 

71.75 

5 

199 

Sep 

1046 

-6 

1058 

1045 1085 25007 

Am 

Oct 

286.7 

+15 

29.4 

284.6 

766 11,883 

taf 

7405 

+140 

7405 

7480 

109 

3083 

Deo 

1078 

-5 

1090 

1077 0708 48091 

Oct 
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280.1 

+10 

2894 

2B6.7 28400 1107k 

Jte 

76.00 

+085 

7840 

7640 

5 

1466 

MW 

1102 

-5 

1113 

1102 

962 40478 

Dae 

Fte 

2914 

+14 

2914 

2894 

286 13065 

rnm 

7&00 

+045 

78.00 

7750 

31 

1,112 

May 

1119 

-4 

1130 

1117 

248 14083 

Fte 

AW 

2934 

+15 

- 


- 9,440 

met 

80.00 

+045 

7955 

7950 

34 

870 

.Jri 

1135 

-4 

- 

- 

- 8429 
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Jta 

2954 

+1.4 

- 

- 

251 12401 
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23512193454 

■ WCAT car CJJODhu R*c otaSOb brawl 
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$403173574 
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■ runiuH tmex iso inr k snnr ozj 


Oct 

3660 

-4.1 

370.0 

3655 

1.499 

8082 

Jan 

3685 

-4.1 

3685 

3675 

9 

001 
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3665 

-4.1 

- 

- 

- 

22 

Jrt 

3665 

-41 

3725 

3704 

- 

5 
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Sap 

28020 

+340 28100 27640 
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2025 

Dte 
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+4/0 27640 27500 

40 
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- 

- 

- 

24 
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M MVaCOHEX |5400 IffirKOteAteB) 
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-44 

5165 

5034 20029 38471 

Dec 

5154 

-40 

5194 
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4483 29439 
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5165 
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- 

- 

- 

30 

UV 
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-4.0 
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5194 

296 
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-40 

- 

_ 

6 

1008 
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-44 

- 

- 

13 
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ENERGY 

■ OBOE ML max (1000 tvnfc SAwraQ 


■ UK AM OdlcW C/S rate; I 0133 

LMS Poring US rate; 1.0187 

Spot 1.6168 3 ate IBM 6 tax 1SJT7 9 * TJS49 


■ wmsBADCcopreiptaco 
San Dvy'i 

priea tbmm Hgo taw 
Mg 7330 +0.75 7140 7230 

Sap 7140 +065 7160 7135 

7305 +0.60 7330 7115 
7170 +0.40 - 7125 

7400 +045 7430 7100 
7430 +035 


Oct 

Mn 

On 

Total 


Open 
Pol let 
178 1.081 
SAM 21148 
38 2002 
20 1.630 
1,841 14,813 
10 1362 
4440 81,297 



Utatt Day** 
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P*b 
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Mil tat 

Sap 

1308 

-049 

1050 

1009 56470 67,462 

Oct 

1155 

-049 

1078 

1041 38477 1024k 

taw 

1345 

-0.12 

1404 

13.78 

9499 M Hffi 

Dec 

14.13 

-0.13 

1402 

1405 
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Jae 

14.41 

-0.13 

1455 

1441 
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Fte 

1478 

- 

- 

- 

1024 18055 
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QpB 
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Um 

W M 

Oct 
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-013 

1056 

1205 13444 80493 

tan 

. 1086 

-007 

1248 
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1063 24096 
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1062 

-0.11 
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Fte 
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- 

- 

_ 

- 10003 

Nr 
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— 

- 

— 
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M HEATING 06. NMEX (42400 U5 gteu clUS pafej 


Latoxt Day’S 



opm 


prko 

dongs 

Ugh 

leal 

W M 

Sap 

3495 

-019 

35.40 

3480 13038 40047 

Oct 

3645 

-025 

3&8S 

3845 

8,108 34016 

Hot 

3745 

-025 

3015 

37.65 

3231 17,433 

Dec 

39.45 

-005 

3850 

39J0 

5067 24046 

Jn 

40.75 

-000 

41.15 

4040 

1.450 23599 

Fte 

41.75 

-010 

4010 

4140 
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Sett 
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price teapge Hfepi 

lam 

W tal 

Sap 

10805 

-1.75 109 05 108.00 

5065 34,749 

Oct 

111.00 

-150 11440 11075 

1,723 2.782 

No* 

11450 

-040 11750 11450 

716 15.178 

Dac 

11805 

-1.75 12140 11805 

1090 36096 

Jaa 

12105 

-1.75 12075 12140 

788 13.172 

Fte 

12075 

-1.75 12825 12440 

277 10021 
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■ 8 MUML«SgE( 1 ,aM«— ; pm par Beta 


PRECIOUS METALS 

■ LONDON HKJJ0M MARKET 
(Prices aappfcd Hr N 


Sprttx E aqpM SfT eqoh 

2843048430 

323028380 

28130 17574 42633 

264.15 17167 420.94 

28450-3130 
aw a mbb 
20400-26430 

Ifatesflltuse 

,433 6 mates 4.16 

-4.79 12 nnt* 436 


Sap 

11.100 -41110 11.150 10070 

830 

2075 

Oct 

11050-0050 11050 11.400 

175 

3000 

TMal 


1085 

afe 

M RAnntAL GAS HYMEt (10000 tattU ShnBta) 


Uteri Itar'a 


Opm 


tatca ebanoi Stt Uw 

M 

tat 



Oct 

Oar 

DH 


Feb 

Total 


1375 +0.096 1010 1390 21600 51330 

2005+01)88 2040 1.625 1792 35364 

Z2* +0078 2270 2170 1207 2M« 

2485+0363 2515 2MO 3,487 27395 

2800+0050 2815 2060 2.727 25300 

2505 +0032 2530 2480 840 18583 


pnray at US ds equ*>. 
3)104 51 3. DC 


MfMBt(420MUSgrifc;crtBgMd) 

latest oafs ten 

priea cm npi Im m u 

Sep 4210 -033 4278 41.45 10536 37.1 06 

Oat 4150 -0.13 4228 41.10 5586 26536 

MV 4155 -051 4225 4155 300 1502 

DBC 4250 -051 42. BS 4235 488 7.111 

•ten 4166 - 114 M7B 

M 44.41 - - - 52 1508 

1H 17535 17544 


Sap 

26050 

+200 26400 28000 

6044 3427 

Ota 

27875 

+32 28100 27500 1Z172 83007 

Mir 

29405 

+300 29500 29100 

1,189 11175 

May 

30200 

+375 30400 30200 

146 3,849 

Jrt 

31305 

+500 31175 30800 

791 7.161 

Sap 

32100 

♦600 

15 336 

Tetri 



20022 127018 

m made car mob la ta; otasebfeatetg 

Sep 

20800 

+200 211.75 2062 11088 67085 

Dec 

21600 

+200 22200 2172 20066168.107 

■bt 

23005 

+12 2332 22800 

1077 41546 

mn 

23700 

+100 24000 23700 

1034 14004 

Jrt 

2412 

+200 24500 24200 

995 20092 

Ste 

2472 

+1.75 2482 2472 

158 2023 
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370*2 323,113 

M BA8LET LPFE (100 krioaK £ pet tom} 

Sep 

7000 

- 7100 7000 

5 5t 

Hot 
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+160 7125 732 

31 872 
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73.15 

+000 75.15 75.15 

10 369 

MV 

77.00 

♦150 

ra 
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23 
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M SOYABEANS C8T (30QOtn talk Ctata 

EOffibnta 

Am 

58550 

+100 58700 55800 

1,161 1038 

Seq 
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+500 54400 53700 
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54000 
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56100 

+12 58400 55900 

1,475 11,732 
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58900 
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M SOYABEAB 06. CST PO0OO6S: cartafflfl 

Aug 

2408 

+02 2415 2303 

2095 1001 

Ste 

207 

+124 242 2309 

6(445 27000 

Del 

2420 

+027 3435 24.10 

2J6B 17080 

Dae 

24.48 

+02 2400 242 

1999 45000 

Jae 

2403 

+125 2460 2440 
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♦125 2465 24.42 
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M SOTABHS MEAL CBT {100 feme; Steal 

Am 

137.7 

+14 1400 1375 

1027 2010 

Sap 

1370 

+1.0 1SL7 1317 

5,101 23.161 

Oct 

1370 

+1J 1402 1372 

1238 20082 

Dec 

1400 

+10 1415 1390 
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Jta 

142.1 

+1.7 1430 141.7 

1012 11,188 
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1460 

+10 1490 1480 
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Tetri 
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M HUIATOES lf*E (20 tomoa; E par tanal 
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- _ _ 

3 
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— A. 

— tap 

Ate 
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■ay 
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-50 

29 
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-50 - - 

— ++ 
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Am 
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-16 
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Jta 

DS 

-15 - - 
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Ate 
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Jrt 

865 

-16 - - 
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rtaa 


BH 
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PULP AND PAPER 


■ HHPEX flWX (USS; 24 ter (fey feta 



Sett 

Day's 
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Mice 

rtniipa Ute low 

M tat 

Sap 

41700 

- 41700 41800 

9 378 

Dae 

44850 


- 229 

Tatal 
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RflTOB DUX 

AM tens rtta srppted ty CHS. 


Minor Metals from Meal BuMdn 
-Europe a n baa market S par pcxaid h 
warehouse Qast week's prices In tractate, 
where changed). Antimony: 8905W. S p» 
tom* 1520-1580 0530-1590). Bismuth: 
■ten. 995946. tame tote. 350555. Cad- 
mfcne unto. 99. 0BH, cants B pound. 28-30. 
Cohort; Iffi free market mbi. 90.6V 
2150-22-70 <21.80-22501. min. 99596. 
1850-1850 (10^0-19.10- Mer cu ry min. 
S9S9N, S per 70 pound (teak, 137-145 
(135-14$. Motybda au nc dunned metyb- 
tUe oxide, 350550 (350-145). Setaotune 
mil 99.596. 7.40-230. ToagttM ore- 
38-48. VtetadJttM l»fei. 9896, 5.70^85 
I 6555-5551 


■ COCO* CSCE (10 taw; atones) 

Sap 1522 +4 15Z5 1504 5730 8508 

Dec 1559 -1 1560 1 548 7.740 340*4 

tear 1599 -2 1595 1591 237 14,104 

■ay 1825 -3 - - 65 5060 

Jd 1651 -4 - - - 1.748 

Sap 1677 -5 1672 1869 5 1.885 

Totri 11788 71178 

■ COCOA 0CCO) {SOTVlBW} 


Aug 14 

Mr — 


Ste 

1 S0B 

-31 

1620 

1605 1287 15,117 

Sea 

1564 

-31 

1579 

1558 2019 13015 

Jn 

1534 

-28 

1543 

1530 291 2011 
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-28 

1525 
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»T 

1509 

-28 

- 

- - SZ 

Jrt 
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-26 

~ 

- - 83 

3000 33081 

■ OTfH 1? CSCE (370000 b; cnttfbs) 


11098 -065 114.75 110.50 5L413 0538 

11045 +060 11100 10075 6200 12402 
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11080 +0.10 11150 11090 249 1419 

111.15 -0.10 11225 11120 46 1.103 

11280 +0.15 - - 12 1478 

11544 29,151 


Total 

■ COnS 8C0) (US canteAxxaxQ 


Aug 14 

C 0114 L dafey 


. rtfa 
. rvS 


15 day enrage 

■ IWnESOGABLH? (50 tarns; Snow) 
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9920 
10251 


OEt 
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■a; 
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■ S 
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Jrt 
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Total 

■ C 
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2406 +03 2492 247.0 3,724 21254 

248.1 +03 2405 24 02 342 7257 

2514 +0-3 2820 2492 558 7.718 

2555 +13 2554 2554 4 1224 

2395 +08 - ' - 1207 

2SOO +04 - - - 683 

*228 40247 

TT CSCE (11240008; curtate) 


9.16 
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095 +0.03 097 057 1545 41070 
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846 +044 844 840 138 0406 
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7445 +032 7445 7350 1205 15480 

7450 +030 7450 7425 235 8048 
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May 12455 +045 12640 12000 1 871 
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INDICES 
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Price Pm. day 

134107 -124158 

■ COTS UFFE (3 tomes; Henna) 


*00 14 Aog 13 ntem 

14188 14156 15157 

uat wamncE sroc» tknM . 
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+440 
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B 
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MM 
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B 
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B> 
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MEAT AND LIVESTOCK 

■ US«niEtME(4O0QOM;ctreq 

Sait Day* 

Mctteta 

59225-0850 59700 
59350-1450 BLOOD 
61375 -0.700 61550 
51750-1725 63500 
64375-0475 64400 
61750-095 63400 

■ LEM MGS CUE (40 JDOte. 

Oct 41500-1.150 44.450 41100 5541 

Dec 42475-1400 43475 415SD 1499 

Fte 46400 -0500 47450 46.190 689 

Apr 46450-0400 47.100 48250 62 
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LONDON TRADB) OPTIONS 
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CROSSWORD 

Na9‘763 r Set by GALAPAGOS 
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15 
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LONDON SPOT MARKETS 

■ C800E 06. FOB (per tarafe +4 
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ACROSS 

1 Tear the alibi apart to 
. restore reputation (12) 

10 Austere chap accepts the 
average (7) 

11 A compound of it cures 
jaundice (7) 

12 Singers in final Toeca pro- 
duction (5) 

13 Reportedly superior Athe- 
nian form of ancient writ- 
ing (8) 

15 Masons' backstreet accom- 
modation (10J 

16 Graduate sent back second 
rounds (4> 

18 Smooth beach (4) 

20 Soldier confused ravens 
with mice (10) 

22 Engineer establishes 
church in abandoned cin- 
ema (8) 

24 Danger for everyone 
approaching 50 (5) 

26 Hazel’s protector Is crazy 
CO 

27 They restrain members for 
their own good (7) 

28 It provides board and lodg- 
ing (6,6) 


DOWN 

2 Made lawful to beat ui 
man (7) 

3 Trial date arranged withon 
bring confirmed (8) 

4 Island centre for million 
alres (4) 

5 Showing willingness to act 

begin about four (10) 

6 Miss beginning of festival 
what a bloomer! (5) 

7 Informant showing hesita 
tion about correction (7) 

8 Institution let his best mai 
out (13) 

8 Freudian film critic? (13) 

14 bnproving grass aroun' 


wet 

( 10 ) 


L returning to freer 


17 Blades break up a capsuV 
( 8 ) 

19 Smart wear for a farewel 
party? (7) 

2i To speed when light is din 
or on icy roads has to b 
very silly (7) 

53 &&4 te paper setl 

25 Seventeen, say, whei 
Bxtremefy upstanding (4) 



ISUJSS £ Satnrday»s prfae puzzle an Saturday Angus 
Solnttan to yesterday's prize puzzle on Monday Angus 
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FINANCIAL TIMES 


TUESDAY AUGUST 18 I9W 


LONDON STOCK EXCHANG E _ 

Footsie escapes squeeze of Russian bear hug 


MARKET REPO RT 

By Ptiffip Coggan, 

Haricots Editor 

London received another 
battering on its eastern front 
yesterday, but the US cav- 
alry rode to the rescue in the 
afternoon to allow the FTSE 
ino index to record a modest 
E? in on the day. 

The news that Russia had 
decided to let the rouble Ml. 
and had imposed a 90-day 
moratorium on debt repay- 
ment. was not the start to 
the week most investors had 
been hoping for. Concern 
about the stability of Rus- 


sia's finances had dominated 
market talk towards the end 
of last week. 

With Japan, and most of 
the Asian markets, recording 
falls, and European markets 
showing opening losses in 
response to the Russian 
news, the international back- 
ground was unfavourable. 

It looked as if Footsie was 
set to spend another day 
being dragged down by 
weakness elsewhere. Techni- 
cal factors did not help, with 
ex-dividends taking 8.5 
points off the index. Before 
10am, the blue-chip bench- 
mark was 57 lower at &398.0. 

But the UK market 


showed some surprising 
signs of resilience. One fac- 
tor was a raft of bid stories: 
the news that Booker, the 
food processing and distribu- 
tion group, was in talks with 
Somerfield, the supermar- 
kets chain: rumours of an 
approach for Selfridges, the 
department store; and specu- 
lation that Nomura might be 
buying Thistle Hotels. As 
the market closed. Thistle 
said it had terminated dis- 
cussions, however. 

The big BP-Amoco deal 
failed to lift market spirits 
for long last week, but a 
series of takeovers or merg- 
ers would remind investors 


of some of the fundamental 
factors that supported mar- 
kets in the first half of the 
year. 

As the morning wore an. 
Footsie regained the lost 
ground and received a fur- 
ther lift when Wall Street 
opened strongly, with the 
Dow Jones Industrial Aver- 
age showing a 50-point-plus 
gain in morning trading. 
Investors appeared fairly 
relaxed about the potential 
impact of President Clinton's 
grand jury testimony, with 
impeachment still seen as 
hi g hl y unlike ly. 

Footsie had a best level of 
the day of 5,485.9 in mid- 


afternoon and ended i2Jt 
ahead at 5,467.2. But the 
weakness of the overall mar- 
ket was reflected in farther 
foil* in medium-sized and 
smaller stocks. The FTSE 
250 index dropped 45£ to 
5,136.6 and the Small Cap UL1 
to 2,321.3- 

WhDe attention has been 
focused on the Mis in the 
blue-chip index, the other 
two market benchmarks 
have also been suffering in 
recent weeks. The 250 index 
is down 135 per cent from 
Its June peak of 5.966.6, 
while the SmallCap has 
dropped 165 per cent from 
its May high of 2,792.7. ' 


Even a decline in sterling, 
which dropped from 104J3 to 
?0&S on the trade weighted 
index, and lost 1-5 pfg 
a&dnst the D-Mark, toiled to 
help the minnows much yes- 
terday. 

Traders remain coaxvinoed 
that the best hope for a rally 
will come in September, 
once- most market partici- 
pants have returned from 
holiday. 

- .Volume was a modest 
675J5ta shares by the 6pm 
count, of which 47 per oent 
was in non-Footsie stocks. 
Around 26m shares were 
dealt in the penny stock 
Tamaris. 
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BAT up 
on court 
ruling 

coim 

By Peter John and Joel KBazo 

BAT Industries was a strong 
performer with broker sup- 
port following the latest 
twist in the US struggle 
between tobacco companies 
and the courts. 

On Friday, a federal 
appeals court denied the US 
Food and Drug Administra- 
tion the authority to regu- 
late nicotine. 

President Clinton vowed 
to press ahead with anti- 
tobacco legislation after the 
ruling but brokers saw the 
decision as a clear victory 
for the tobacco companies. 
UK sector analysts were yes- 
terday recommending BAT 
Industries, the parent of 
Brown & Williamson in the 
US. 

SBC Warburg Dfllon Read 
repeated its “overweight” 
stance and Panmure Gordon 
published a “buy" note. Pan- 
mure hi g hli g hted the impart 
of “what should prove to be 
the largest UK demerger of 
1998 and arguably the most 
important since Zeneca”. It 
is a buyer of the stock up to 
741p. 

HSBC Securities was even 
more positive, recommend- 
ing the stock up to 820p. The 
broker said that even 'with- 
out any US valuation, the 
tobacco element of the group 


was worth 2l5p a share and 
was valued at only 125p. 
BAT ended 23 higher at 65lp. 

A strong broker’s recom- 
mendation helped retailer 
Kingfisher sparkle. 

In a review on the general 
retail sector. Credit Suisse 
First Boston pointed out that 
“following 16 per cent under- 
performance to date, the sec- 
tor is SO per cent off peak, 
revisiting lows last seen in 
the recession of 1990”. 

Analysts at CSFB 
suggested a move out of food 
retailers and into the bigger 
general retailers. 

Kingfisher was one to con- 
sider and the broker 
upgraded the stock to “buy” 


from “hold”. CSFB warned 
that “our reservations on 
trading issues remain. The 
group’s overall strategy of 
attempting to maintain 
value growth in more testing 
demand conditions is begin- 
ing to pressurise gross mar- 
gins". 

However, analysts at the 
broker concluded that fol- 
lowing the recent de-rating 
of the stock, their reserva- 
tions “se em better dis- 
counted”. CSFB set a 510p-a- 
sbare near-term price target 
for the stock. Yesterday the 
shares rose 29 to 454p. 

The same review also 
favoured Great Universal 
Stores. 20 ahead at 704p. 
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rating the shares a “buy”. 

“Although there is a risk 
of above-market downgrades 
at Great Universal Stores, 
the rating appears to take 
care of this,” said the CSFB 
team. Merrill Lynch was also 
reported to be positive on 
the stock and to have set a 
750p price target. 

Some positive noises on 
hanking stocks were unable 
to prevent a savaged sector 
slipping further as it lost 
gains generated by Friday's 
squeeze. 

CSFB softened a straight 
sell recommendation, issued 
in April on Lloyds TSB. It 
moved to “hold” because the 
stock had reached its target 
price. 

Elsewhere, SG Securities 
went one better on Barclays. 
Analyst John Tyce shifted 
from "bold" to “buy” and 
said he expected to tweak 
his forecasts up by £10Qm or 
so for next year. 

Mr Tyce told clients the 
shares had underperformed 
the broad market by 7 per 
cent since the recent interim 
figures, were on a prospec- 
tive price/eamlngs ratio of 
12, and offered 20 pm* cent 
dividend growth. He artrfpri 
that Barclays was beginning 
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to grow Its loan book for the 
first time in five years. 

Finally, the latest Euro- 
pean banks report from Mar- 
rill Lynch reinforced the US 
broker’s overweight stance 
on the UK lenders, particu- 
larly Barclays and Lloyds. 

Nevertheless, Barclays 
ended the day 16 off at £15 j 06 
and Lloyds fen 12 to 743p. 

Dealers reported a "certain 
amount of caution” on 
confirmation that food 
retailer Somerfield was in 
talks with food distributor 
Booker about a merger. 

One analyst said: “I won- 
der if the timing for this 
kind of deal is correct for 
Somerfield, given that it is 
still working on the integra- 
tion of KwOr Save.” Another 
broker said he believed it to 
be “a deal too tor”. 

Panmure Gordon and Wi- 
liams de Broe were said to 
be sellers of Somerfield. 
Shares in the food retailer 
feD 18 to 4tiMp while Booker 
closed 6 off at 267V*p. 

Selfridges surges 

Renewed bid speculation 
in retailer Selfridges drove 
the stock ahftaiL The shares 
jumped 15% to 23 9p, t he best 
p ei fo rmer In the FTSE 250. 

The latest wave of bid 
rumours emerged in the 
weekend press when it was 
reported that the group may 
be the subject of a £400m- 
plus bid from billionaire 
businessman Galen Weston 
and brother Garry. 

Selfridges was demerged 
from Sears in July and has 


been the subject of takeover 
speculation since. The news 
last week that property 
group British Land had 
taken a 3J per cent stake in 
the retailer only starved to 
increase expectations of a 
merger- or takeover. 

However one analyst said: 
“Anyone who was thinking 

Of bidding for thlg wrmpa n y 

should have dome it a month 
ago. ff it Is that attractive 
why wait to do ft now?” 

Sears hardened 4 to 21%, 
while British Land was also 
in demand, the sbsKS app- 
reciating 5 to 580p. 

- Glaxo Wellcome and 
SmlthKline Beecham w ere 
Up strongly as old merger 
talk resurfaced. Both denied 
the speculation that talks 
between the two rrnnpaniws 
were bads on. But a Sunday 
newspaper story provided 
some grist for the rumour 
mill on a quiet August Mon- 
day and Glaxo lifted 41 to 
£19.08 while SmifhKIine 
ended 10 higher at 693p. 

The feet that Zeneca, the 
third UK drugs major, also 
tmdud higher suggested the 
moves bad more to do with 
sector recovery than genuine 
corporate activity even . 
though fiie report led to file 
suspension of Glaxo shares 
on the Tokyo exchange. 
TwnPi^ $2 *at Wtlt 

Industrial gases company 
BOC moved higher after 
HSBC Securities increased 
earnings estimates and 
upgraded the stock to. an 
“add” rPHt miDwi^ fl an He 
up grade followed the compa- 
ny's results, a review of the 
company strategy and its 
rpsti yrturing programme. 

The broker raised its 1998 
profit estimate by 5 par cent 
to £397m and its 1999 num- 
ber by 8 per cent to £456m. 

In addition, Sutherlands 
upgraded its numbers. The 
shares were up 5 at best but 
ended a penny lower at 819p. 

News that hotels group 
Thistle bad terminated bid 
talks came after the market 
dose. The shares had hard- 
ened VA to 216p. 
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STOCK 


MARKETS 


Russia and Japan keep bourses in turmoil 


EMERGING MARKET FOCUS 






Thai bank rescue 


WORLD OVBWIEW 


The turbulence that has 
affected world markets this 
month showed no sign of 
abating yesterday as an 
effective Russian devalua- 
tion, another fall in the Jap- 
anese stock mar ket and 
President Clinton’s testi- 
mony in the Lewinsky saga 
were added to the mix, 
writes Phitip Coggan. 

Asian markets started the 
week badly, with the Nikkei 
225 average dipping below 


15,000 and one of the mar- 
ket’s other currency con- 
cerns, China, seeing big falls 
in its two domestic stock 
markets. 

But the Russian effect 
seemed to dissipate as the 
day went on. Europe’s mar- 
kets opened about 2 per cent 
lower but clawed back more 
than half their losses by the 
dose of trading. They were 
helped by Wall Street where 
investors initially shrugged 
off President Clinton’s prob- 
lems and gave the Dow 


Jones Industrial Average an 
early SOpoint gain. 

Russia’s stock market suf- 
fered a 45 per cent decline 
on the day's developments. 
The Russian authorities 
decided to let the rouble 
decline, with a new band of 
I Z&045O/& imposed a 9(kiay 
moratorium on foreign debts 
and banned foreigners from 
investing in short-term rou- 
ble instruments. 

“The fiyintyriai markets are 
likely to take George Soros’s 
comments last week that the 


rouble was 15-25 per cent 
overvalued as a benchmark," 
said Nigel n«*nripii emerging 
markets strategist at San- 
tander Investment 
"This would imply a fair 
value exchange rate of R75- 
8.0/$, asstiming a currency 
board was subsequently 
introduced. However, given 
that exchange rates always 
overshoot and there has 
been no mention of a cur- 
rency board, a sell-off to the 
lower end of the new R6-9-50 
band appears likely before 


investors are once again pre- 
pared to hold roubles. 

"Russian economic policy 
is now threadbare. The sta- 
bility of the rouble and the 
resulting decline In inflatkaa 
had been the most ta n gible 
achievement of the Yeltsin 
administrations. Foreign 
Investors are unlikely to 
return to the Russian mar- 
kets until the rouble stabi- 
lises, the inflationary impli- 
cations of the currency move 

are quantifiable, the social 
implications are dearer 


the debt restructuring is 
announced." 

The im p act which Russia's 
travails win have an the rest 
of the world is less clear. 
Michael Saunders, the Salo- 
mon Smith Barney econo- 
mist, said: The likely effect 
of the Russian crisis, and 
possible further emerging 
market turmoil, will be to 
accelerate the shift to a 
Amnestic demand-led pick-up 
in the euro area, via the 
transmission mechanism of 
low interest rates.” 


fails to convince 


Dow climbs Dax bounces back from lows 


in advance 


EUROPE 


of testimony 


AMERICAS 


US shares gained ground in 
early trading in the wake of 
the devaluation of the rouble 
and Just prior to President 
Clinton's long-awaited grand 
jury testimony, unites John 
Labate at New York 

Many stocks were rallying 
by midday, especially large- 
cap, blue-chip shares. 

The Dow Jones Industrial 
Average had gained 57.67 by 
early afternoon to 8,482.67, 
while the broader Standard 
& Poor’s 500 was up &10 to 
1,07155. 

To some, though, the mar- 
ket's ability to grind higher 
in the face of global uncer- 
tainty was surprising. 
"There is a lot of negative 
news priced into the market- 
place. Losing Russian 
demand is not going to crip- 
ple corporate America, but it 
has a huge effect on the 
global economic outlook.” 
said Arthur Hogan, chief 
market analyst at Jeffries & 
Co in Boston. 

Many observers saw Presi- 
dent Clinton's upcoming tes- 
timony as the biggest uncer- 
tainty for equities. "If 
anything comes out that is a 
surprise, it could definitely 
move the markets,” said Dan 
Matbisson, head stock trader 
at DJE. Shaw Securities. 

Bonds though were far 
from nervous. The Treasury 
market moved slightly 
higher with bond yields 
remaining close to historic 
lows at the long end. The 
benchmark 80-year bond was 
up £ to 99&, yielding 5.545 
per cent. 

In light trading, investors 
were less impressed with 
smaller stocks, with the Nas- 
daq composite up 9.68 to 
1,799.87 and the Russell 2000 
index down less than a point 

to 4OL50. 

Among Dow components, 
DuPont rose $2& to $55ft and 
Travelers gained $1 to $56R. 
But JJ. Morgan, which was 
the subject of takeover 
rumours late last week, fell 
SIR to $124ft. Software com- 
pany Spyglass surged more 


than 17 per cent or $1% to 
$ 11 % after it announced a 
new contract with Motorola. 
Dell Computer rose $2ft to 
$107$ a day ahead of Its 
earnings release. 

Waste Management fell 
$ltt to $50% after the com- 
pany said it would acquire 
Eastern Environmental Ser- 
vices. Eastern’s shares also 
fell back, slipping $ 1 % to 
$30%. 

TORONTO traded nar- 
rowly through a morning of 
dull volumes with most lead- 
ers showing fairly nominal 
price swings. The 300 com- 
posite index was little 
changed at noon, edging 5.49 
higher at 6,303.00 in line 
with the better tone on Wall 
Street 

Banks Tnade modest prog- 
ress. Royal Bank of Canada 
gained 20 cents to C$72.35 
and Rank of Nova Scotia put 
on 5 cents at C$3155. Golds 
also improved with Barrlck 
adding IS cents at C$2355. 

Among industrials, Alcan 
Aluminium rose 75 cents to 
C$35.55 and Seagram hard- 
ened 30 cents to C$49.50. 
BCE was a rare weak fea- 
ture, slipping 25 cents to 
C$55.65. 

SAO PAULO traded ner- 
vously with the news of the 
rouble devaluation adding to 
the uncer tainties created in 
the -run-up to the day’s 
options expiry. By midses- 
sion, the Bovespa index was 
off 202 or 2.3 per cent at 
8542. 

Among blue chips, Tele- 
bras fell 2.5 per cent to 
R$ 1 09.70 and Petrobrds shed 
2.8 per cent to R$193.50. 

Eletrobr&s came off 2.1 per 
cent at R$29.10 after announ- 
cing a decline in first-half 
net profits. 

MEXICO CITY moved 
lower in early trading with 
the IPC index down 4L99 or 
1.2 per cent at 3.541.73 at 
midsession. Volumes were 
said to be thin. 

Financial group B ancomer 
fell 11 centavos to 2.39 pesos 
and construction leader Tri- 
basa lost 70 centavos at 20.00 
pesos. 


German equities recovered 
from heavy early losses and 
by the close FRANKFURT 
* was only marginally lower 
on the day. The Xetra Dax 
index ended electronic trad- 
ing Off 4L69 at 5,432.03. 

The closing level was 40 
points below the best of the 
session, but a fell 130 points 
above the day's low. Some 
leading stocks swung wildly. 
Deutsche Bank ended 
DML90 higher at DM138.70 
after a low of DM131.55. 

Earstadt fell DM40.50 to 
DM782. Dresdner Bank lost 
DM2.69 at DM92.10 and Com- 
merzb&nk DM1.94 at 
DM5850. 

Deutsche Morgan Grenfell 
upgraded Gehe, lifting the 
shares 30 pfg to DM1Q6.10, 
but turned negative on 
Wella, which ended all 
square at DM1,820. 

PARIS pared early losses. 
The CAC 40 index ended off 
11.10 at 3,983.81 having 
touched a low of 3,823.46 dur- 
ing the morning when rou- 
ble devaluation worries were 
at their height. 

L’Oreal was the day's top 
performer, rising FFr122 or 
3.6 per cent to FFr3519 after 
brokers were said to have 
downplayed the group’s 
Asian exposure. 

RhOne-Poulenc, picked out 
by some local analysts as a 
"safe-haven" play, added 
FFr4.70 to FFr30950. Talk of 
defensive qualities buoyed 
France Telecom, which rose 
FFr2.60 to FFr442. 

Goldman Sachs turned 
positive on building materi- 
als shares, upgrading both 
Saint Gobain and Lafarge to 
"market outperformer”. 
Lafarge gained FFrll to 
FFr575 but Saint Gobain 
ended off FFr12 at FFr1,006 
after hitting a session-best of 
FFrl,Q30. 

Banks came in for heavy 


Stan price ml Wn frefaomg 



selling. BNP shed FFr16 at 
FFr450 and CCF FFr1420 at 
FFr48 020. 

AMSTERDAM ran into a 
wave of selling among 
selected heavyweight and 
the A EX index ended off 
1L73 or 1 per cent at 1,143.04. 

ABN Amro lost 60 cents to 
FI 47.20 ahead of widely 
expected strong interim fig- 
ures on Thursday. Philips 
came off FI 420 at FI 155.60 
and Unifever, hit by a fresh 
wave of Asian concerns, lost 
FI 4.60 or 32 per cent at 
FI 134.60. w.. 

Ahold and Pakhoed both 
last ground in spite of posi- 
tive broker moves. The retail 
leader dipped 50 cents to 
FI 5820 after an upgrade to 
outperform by Deutsche 
Morgan Grenfell. 

Merrill Lynch turned posi- 
tive on Pakhoed ahead of 
today’s six-month results, 
but the shares fell FI 110 to 
FI 5810. 

ZURICH closed off its lows 
thanks to a recovery in 
Roche and the SMI index 
closed down 343 or 02 per 
cent at 7,6& 

Roche ended the day 
SFT315 higher at SFrl5,865. 
Trading in the share was 
erratic after the release of 
strong first-half net profit 
figures but lower-than- 


wr purf^ opeating margins, 
dealers ' 

Nestle gained SFr8 to 
SFr2£74 but other blue chips 
were lower. ABB was down 
SFrl3 at SFrL898 and Sober 
SFt20 at SFr995. Novartis 
dropped SFr30 to SFr2,40Q, 
UBS declined SFiS to SFr574 
and Credit Suisse lost 
SFH150 to SFT33L 
MILAN closed higher, 
helped by early gains on 
Wall Street ’hie Mibtel 
Index rose 171 or 0.7 per cent 
to 23,655. 

. Mediaset rose Ld or 4 per 
cent to L10249. but food awF 
dairy group Parmalat 
declined L126 or 4 ner cent to 
12295. Alitalia declined L67 
to 15,473 on expectations of 
an unfavourable EU advi- 
sory com mi t te e ruling over a 
Milan airport plan 
MADRID ended little 
changed in thin, volatile 
trading. The general index 


.fen 2J5 or 03 per cent to 
86849. 

Telefonica fell Pta90 to 
Pte7 220 in spite of 
Brothers raising its 12- 
month target price for file 
stock to PtallJOO. Traders 
said investors were pessimis- 
tic ova- fire group’s exposure 
to Brazil to the wake of tur- 
moil in Russia. 

Other bine chips were also 
lower with Iberdrola off PtaS 
to Pta2500 and Repeol down 
Pta20 to Pta7520. 

Ranks , which were hard 
hit last week, gained ground. 
Banco Santander gained 
Ptal to Pta74, while Banco 
Bilbao Vizaraya added Pta25 
toPt tfgo. 

STOCKHOLM closed mar- 
ginally lower with the gen- 
eral index down 620 to 
328351 

Ericsson was the most 
traded stock, falling SKr6 to 
SKrl9650. Investors took ref- 
uge to banking shares. SE 
Bariken rose SKr4 to 
SKrl2950 ahead of its first- 
half results white Handels- 
banken added SKr4 to 
SKtiBL 

OSLO fell on Russian fears 
ami oil price gloom. The 
Total index feU 3L38 or 25 
per cent to L086.77- 

Orida fell NKrlO to NKr339 
an fears that Russia’s deval- 
uation would hit earnings. 

Petroleum Geo Services 
was down NKrl3 to NKrlSB. 


Written and edited by Jeffrey 
Br own, Emiko Terazono, Peter 
Hafl and Paul Began 


The stock market usually 
takes off whan a government 
wpetets p r iv ate investors to 
recapitalise an ailing bank- 
ing system. A ba nkin g ays* 
tern flush with cash can both 
lend, enhancing economic 
recovery, and generate prof- 
its, driving up frank shares. 

So yesterday's 35 per cent 

fell to Thailand's stock mar- 
ket to the wake of the gov- 
ernment's $75hn scheme to 
recapitalise a ewe of Thai 
banks is slightly curious. 
More troubling, the ban kin g 
sector fen 42 per cent. 

Short-term factors could 
be at work. Thera was a gen- 
eral sell-off late to the day 
on fire Russian devaluation. 
And bank shares had 
already risen 20 per cent off 
historic lows on Friday 
ahead of the package. 

Stm, the market's immedi- 
ate wariness is linked to sev- 
eral factors, not least a scep- 
ticism canted by the 70 per 
cent losses suffered by inter- 
national investors who 
pumped nearly $2bn into 
Bangkok Bank and Thai 
Farmers Bank, Thailand’s 
two leading banks, earlier 
fids year. 

Total disaster for existing 
shareholders, even for those 
to Bangkok Bank and Thai 

Farmers, is still a possibility. 
Any b ank which rails on the 
government to help It 
increase Tier I capital will 
see current shareholdings 
massively diluted. • 

“This is good for fixe finan- 
cial system but not necessar- 
ily good news for bank 
stocks. Getting a partial gov- 
ernment recapitalisation 
doesn't protect current 
equity holders from being 
wiped out,” said Sam Chris- 
tensen of Jardtoe Fleming 
Thannkom Securities. 

Yet the government 
yfr<mv» does have plenty of 
potential. It could kick- 
start debt restructuring and 
Increase new lending as the 
banks w£U get government- 
subsidised Tier H capital in 
return. And if all goes well, 
fire cost to fife government 
would be relatively modest 
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The key to debt restructur- 
ing and avoiding the Tier I 
write-down will be how 
many non-performing loans 
can be made performing 
again, which in turn 
depends on interest rates 
continuing to decline. 

Most analysts believe that 
if Bangkok Bank and Thai 
Farmers can keep their ratio 
of non-performing loans 
under 40 per cent by the end 
of the year, they should be 
able to ride out the storm. 
Some unofficial regulatory 
forbearance might help in 
fids regard. 

Most analysts expect other 
major banks to ask the gov- 
ernment for Tier I capital by 
next June. This wQl result in 
a write-off of most equity but 
not necessarily loss of con- 
trol by existi ng shareholders 
if they can come up with 
some new money. 

Even under this scenario, 
bank shares, which have 
fallen by 65 per cent this 
year, look undervalued in 
the long term, according to 
analysts. 

However, most brokers 
believe a big injection of pri- 
vate sector funds will still be 
needed for the state rescue 
plan to tuliy succeed. 

Hit is foreign money, bank 
shares and the economy 
could have plenty to cele- 
brate. If more government 
money is needed then trou- 
ble for investors looms. 


Ted Bardacke 


Rouble prompts falls 


Pessimism hurts all share 


SOUTH AF^ 

South African shares were 
hit by pessimism surround- 
ing emerging markets and 
the all shar e index fell 11420 
or 15 per cent to 6,1765. 

Financials lost 12 per cent 
while industrials were down 


1.8 per cent. Gold shares, 
which were hit by declines 
in bullion prices, fell 22 per 
cent. 

Ingwe Coal Corporation 
edged up ahead of the post- 
market release of its annual 
results. The shares rose 5 
cents to R23.65. 


Russian equities ended a 
volatile session with the 
benchmark RTS-EF index 
down 4.9 per cent at 106.43 
after a day dominated by the 
currency markets. 

The early announcement 
of a de facto devaluation of 
the rouble sent investors div- 
ing for cover at the opening 
bell, but by late morning 
trading had steadied. At one 
stage the RTS-IF index was 
down around 15 per cent 

Some investors tentatively 
picked out energy stocks as 
immediate beneficiaries of 
the rouble devaluation. 
Leading oil share LUKOil 
closed at $6. against $6.09 on 
Friday, having traded as 
high as $655. 

International rating agen- 




CHINA MERCHANTS CHINA DIRECT INVESTMENTS LIMITED 

(incorporated in Xwjg v?Ub BrnVad kabHOy} 


MitHtEsoex • .. *■* 

»• - : -- nil? 



INTERIM RESULTS 

FOR THE SIX MONTHS ENDED 30TH JUNE, 1998 


FINANCIAL RESULTS 

The Board of Directoo of China i l ei d um China Direct Investments 
liiflftnri (the ■Company’) is to mnnmfi- Hni thn uoax&ed 

oonsotidated results of the Company and is subsidiaries ithe ’Group’*) for 
(be sfs moods ended Sbhjaae, 1996, were as foflowt 

For the six Forteesk 

tuti^ ntufarf mnnfhg nnrW^ 

30th Joae, 1998 30* June, 1997 

oss . ass 

TURNOVER 5498064 3567308 


S har eholders who wish to receive die dividend in Hot% Song Dofiao, a 
Hong Kong DoDar ekafcu fora hu to be completed and return to the 
Share Regszm oo w before 7th September, 1996. Tbe election farm will 
teeacfcvedBd«inttntnrq>onBdiarei>oMers. 


BOOK CLOSURE 


afeyj T^TOiCV -Vr; 


Operating profit adutfiog 

fffyj VrOdll ftCQ) 
Exceptional ten (fine 1) 


4016^54 

(746*80 


2,41*985' 

1,452,076 


The Register erf Members of tbe Company wSB be dosed from Friday, 28th 
August, 1998 go Monday, 31st August, 1996 (both dates todnsfae), during 
which period, no transfer of Aaies wifl be registered. In order to qualify 
for the i nteri m dividend, aD transfer of stems accompanied by the 
relevant share cwriS oa fs and transfer forms must be lodged with tbe 
Company's Share Registrars, Ceraral Eegiscrarion Hong Kong Limited, 17th 
Hoc* BopeweB Caere, 1© Queen’s Road East, Hong Kong no bur than 
MOp^a. on Thursday, Z7th August, 1998. 


des stayed bearish on the 
Russian market, which has 
fallen precipitously over the 
past 10 months. 


Prafk from ordinary activities 
Share of profits less losses of 
sssoGflted companies 


3369369 


336&062 


Profit before taxation 
Taxation (Note 2) 


206441 

35753M 


180,187 

4MM49 


PUKHASE, SALEOKKECKMFUON OFSECLSinSS 
During the period ended 30* June, 1998. neither the Company nor any of 
to atharfarta has purchased, sold or redeemed any of (be Company's 
fared securities, 


INVESTMENT REVIEW 


Tokyo fears for LTCB alliance 


Profit attributable to sfaarebolden 
Dividends 


3575510 

CWB5.744) 


4046^49 

0,42*600) 


Retained proft for the period 


2389,766 


2517,649 


ASIA PACIFIC 


Japanese equities fell steeply 
in fresh market unease 
about the government’s 
plans for the long-running 
banking problems, writes 
Gillian Tea. 

In TOKYO, the Nikkei 225 
Average ended 32927 or 22 
per cent lower at 14,794.66 
after trading between 
1455559 and 15,137.66. 

This left it below 15,000 for 
the first time since June 26. 
The intra-day low was also 
below this year's worst clos- 
ing level of 14,664.44. The 
Topix index of all first- 
section shares fell 1.4 per 
cent to 1452.08. 

Trading volume remained 
low, easing to an estimated 
400m shares, slightly down 
on Friday. First-section los- 
ers beat gainers 1,021 to 163. 

The market was partly 
dragged down by a fresh 
bout of concerns about the 
banking sector, in particular 
tbe planned alliance between 
Long-Term Credit Bank and 
Sumitomo Trust Bank. 

The government is expec- 
ted to complete an inspec- 
tion soon which will deter- 
mine whether LTCB is 
solvent There is also mount- 
ing unease about the status 


Australia insurance sector 

bfecntretaaKf) 



of tbe government’s planned 
bridge bank bOL 

The recent weakness in 
the US indicators and grow- 
ing unease about the US 
economy also helped drag 
down blue chips. Toyota fell 
Y70 to Y3240 after bitting a 
low for the year of Y3220. 
Sony fell Y340 to Y11.160 and 
Hitachi Y24 to Y790. 

KUALA LUMPUR fell 
steeply as a further round of 
currency fears sapped senti- 
ment and reduced activity to 
a trickle. The composite 
index, which gave up almost 
10 per cent last week, ended 
11.74 or 35 per cent lower at 
S1624 in volume of just 99m 


shares. The ringgit slipped 
against the dollar. 

Market heavyweight Tel- 
kom lost 20 cents to MS6J.0. 
Technology Resources Indus- 
tries, which fell heavily last 
week following a slide into 
loss for the first six months, 
was the day’s most active 
Stock, uniting 4.5 n»nts better 
at 7 95 cents. 

SYDNEY was bit fry heavy 
selling of insurance shares 
on news of a sector rights 
issue. Currency worries and 
the continued downturn in 
Tokyo also hampered senti- 
ment At tbe close, tbe All 
Ordinaries index was down 
S22 or 15 per cent at 25965. 

Tbe insurance sector tum- 
bled 3.7 per cent. GIO Aus- 
tralia. which announced a 
trading loss on Friday, feD a 
further 17 cents to A$320. 
Trading in banking and 
insurance - group Colonial 
was halted ahead of the 
Bnn ft iinffwnmt of a A$2fi4m 
rights issue - its second this 
year - to partly fund a 
A$L35bn acquisition. 

Among mfllngfri-aain hanlrc 

ANZ shed 19 cents to A$955 
on Asian exposure concerns. 

SINGAPORE feU almost 3 
per cent as developments to 
Russia unnerved investors. 
The Straits Tunes Industri- 


als index dosed down 2852 
to 945.49 led by banks and 
blue chips. 

The finance index fell 35 
per cent with DBS, the most 
actively traded stock of tbe 
day, down 65 emits to S$7J0. 
UOB lost 24 cents to S$456. 

Total Access, the cellular 
group, gained 55 cents to 
685 emits on sharply higher 
interim profits. 

TAIPEI closed lower as 
investors sold electronic 
stocks, and the weighted 
index feU 9729 or 15 per 
cent to 757355. 

The electronics sector fell 
more than 3 per cent. Specu- 
lation that United Microelec- 
tronics, a microchip maker, 
would cut its net profit fore- 
cast due to sluggish semi- 
conductor demand weighed 
on sentiment. 

SHANGHAI A shares for 
domestic investors fell 10459 
or 8.4 per cent to 103855 on 
flood concerns. Weakness to ' 
A shares dragged down B 
shares for foreigners, with 
the Index down 0.43 or 15 
per cent to 2709. 

A shares in SHENZHEN 
were also hit, with the index 
losing 3123 or 85 per cent to 
34429. B shares were not 
traded due to tin public holi- 
day to Hong Kong. 


Per store 

Earnings (Noe 3) 


haerim dMdend 


Net user value (Note 4) 


Nous: 

l Ibe exceptional tea repRsas* 


For tbe six months ended 30th Jane, 1996, the Group achieved an 
imudfced no profit of USS3J75J10 (enrinJest to HKS27599.476), 
representing a decrease of 12*oventai of die same period fra year. 

to of 30* June, 19% ri* Group tod 12 unBsted mmsaneoB m China 
with a total value of approximately US$ 75.22 ndhon, Kpreseatta 70.0N 
of die Group's net asset value. The fa vest tu e ua woe tSvenffled into 
infostructure (19-2% of the Group's net asset value), real U7.0HX 
manufacturing (139%) and financial services (195%), 

The Group tad ibo invesed app K H la aa fr US$116 m afirw fa, feed 
securities, lepresrraln g 1 , 1 % of die Grog's net asset value. 

As at 3W> June, 1998, the Group had cash of appro xi mately USS27 mslhcn 
available for future investments. 


Gate oo dopoal of Bned fern-anus 
less tevaluaun losses, net 


In the second 
1998. 


uann of this year, the Group axnpJetcd the twesanerx in 
[ Bank. The investment wffl have income caimfoukn k 


£b tn has been p wv fcfal as there are no s gnfiaw 
iheperiod 


No (aovteon defaced Bohan has bees Reasoned id the BnsnrM 
setsanents as the aaoaei forohed fa htepUeu. 


Pursuant B the mo&ikMB pa sse d s the yul lamring of tfe 
Comp a n y held an 2Rh>ae,199S and the mnffmrto n gtaen by Tbe Stock 
Estangr rf Haag Stag tinted. !«H6U» share* of LSSO.ID each woe 
taued as bonus shares an Irish jrfy. I9?a The akafadu-cf anting* per 

dare b based on tee taMtoedoonroBdarfpaAsn rtiiaiWe to Storh old fa 
for the period d 15SL5753W ilOTJSMjMtMn and tee new m infer of 
11C8&000 U,W7JlL28a,0»i onl mi y dsns c umn d y fo issue tbe 
comp ia ti v eeai ufc« s per dare for tee coinapottfltftpBSotftas been atfluswri 
mmgpeaheiy. 

Tbe n d rufart ap af net Msec value per teare « baaed on-tee net asrei vafcie of 
I5$107.«njit> and 45J4Q0OO tmnsy abases fa lane as at 30th June. I99& 
the net aaect value pet date baa been vftaied Bor the paytoem of burin 
tfirtdeni Net asset vafoe per riser before tee ad)usBaeat is USSM-H. 


fr.Jyy M M; yM Owdopma* Lasted, a vdsofiyowned 
tetesktary of the Gonqgany, entered fata as agreement with Yantai Power 
Development Company to d epos e of all to interest in Yam] Huashans 
Poorer Co. ltd. at a consideration «tf USS1 1,370,000, routing in antoaf 
mpmknatdy US$15 mffl to n . to the deal has not ret ben completed, 
the gain to not acoounSed for In the interim results, to of today, tee 
Gamptiny has received USS654L0Q0 from Ytntai Power Development 
(fompmy. The balance is eapeoed to be received by tee end of August 

A77& 


naweumtEND 

The Board of Dfceacrs declared tee payme n t of a dividend of 
USSO013 or HKS0.10 (1997: US$0.015 - before booos tone 
per dure for tee period ended 30te June, 1998. which wffl be ptid 
oo 17te S ep t em ber. 1998 so sfaareboldeis whose names a p pea r on tee 
Sparer of Mm b as on 31 sr August; 2998. 


nosnets 

The ervhuoineffi for direa Investments in China has dunged renorttahlv 
^e tee second half of bst rew. Asian financial Crists has affected 
Qmn* e con o m i c growth. The de flatin g economy and the pressure on 

qgrencydeTahB ara hare Increased tee ride of iaresiinept The Group b 

therefore lacbpdng a more cautious sstaide rewards fovesbnent awwwx 
Yet tee Group is stffl confident fa China's kasitm eemxreie prospect 
coo^ to favra mJt^ ttoaBqrjHojeas. to tee aame ante, great 
dfortjwffi be taade to enhance management of eatab« joint ventures. 
The Board expects tee Group to tore a sads&ooiy result for tee year 
In®- ' 


SugEODg, 15h August, 1998 


By Order of tbe Bond 
Zhang Tun Kan 

ExXXtiiMDtrtVor 
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